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PREFACE 


The work here offered is a study in the field of marketing 
agricultural products. Though I hope, in the near future, 
to expand this study so as to include the marketing of all 
farm products, this little volume is concerned only with the 
marketing of one class of these goods. The commodities 
selected are fruits, vegetables, dairy and poultry products 
which, for want of a better term, are called Perishables. 
From the marketing standpoint these products constitute a 
fairly homogeneous class, and the problems connected with 
marketing them are, in the main, very different from those 
connected with marketing Staples (wheat, com, oats), or 
the S end-staples (hay, live stock, tobacco, etc.). 

The attempt is made to point out the fundamental eco- 
nomic forces which underlie the marketing of these goods 
and to suggest methods of controlling these forces so that 
the cost of passing the goods through the market pro- 
cesses may be reduced. It is hoped that the work may 
be of some value to men who are actually engaged in carry- 
ing on the trade, to public officials whose work is con- 
cerned with marketing, as well as to students who are inter- 
ested in the problem. 

In submitting the work it is realized that some of the 
conclusions as to remedies which should be applied are at 
variance with those of certain recent writers on the subject 
as well as with the position taken by some public officials. 
This is particularly true in regard to the advisability of 
encouraging a rapid and widespread development of direct 
marketing and of cooperative marketing. 
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In the preparation of this work my thanks are due to 
Mr. Brand and other officials of the Office of Markets and 
Rural Organization for their kindness in furnishing the 
bulletins and pamphlets of that Office which touch on the 
subject, I am also indebted to many “ middlemen ” en- 
gaged in carrying on the trade, for the practical information 
which they have furnished on special problems. Mr. 
Umer of the Umer-Barry Co., publishers of the New 
York Producer^ Price-Current, was very courteous in di- 
recting me to sources of information. Credit has been 
given in the foot-notes to various individuals and to govern- 
ment bodies that have suggested some of the ideas contained 
in the book. 

I am under great indebtedness to the members of the 
Department of Economics of Columbia University and par- 
ticularly to Professors Seligman and Mitchell. Both have 
offered valuable and constructive criticisms during the pro- 
gress of the work. Professor Seligman made the publica- 
tion of the study possible and Professor Mitchell kindly 
consented to read the proofs. 

Arthur B. Adams. 

Columbia University, April, 1916. 
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CHAPTER I 


Character and Significance of the Problem 

* I. SCOPE 

From the marketing standpoint, agricnlttiral products 
may be divided into three classes, as follows: (i) The 
Staples; (2) The Semi-staples; and (3) The Perishable 
Food Products. There can be no question as to which com- 
modities belong in the first class, as only those which are 
dealt in on the great produce exchanges are included. They 
are wheat, com, oats, barley and cotton. These are called 
staples because they are comparatively non-perishable and 
have a continuous organized market.^ The second class 
comprises those products, other than the staples, which are 
used for further production either on the fann or in the 
factory, such as grains, seeds, hay, tobacco and wool ; also, 
some food products which are not highly perishable, such 
as cattle, hogs and nuts. These commodities are sold in a 
more or less organized market though none of them are sold 
on the g^eat produce exchanges. The third class includes, 
as its name indicates, all the perishable foods which are 
sold in practically unorganized markets — such as vegetables, 
fruits, dairy and poultry products. An attempt to enumer- 
ate the commodities which belong in each class has been 
made in Table I, p 35. We are, however, concerned in 
this investigation with the perishables only. 

1 Huebner, ** Functions of Produce Exchanges,” Annals of Amer, 
Acad, of Pol. and Soc. Sci.y Sept. 1911, pp. i-35* 
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Men who receive an income from buying and selling goods 
are ordinarily called “ middlemen/' and goods which pass 
through the hands of one or more middlemen in course of 
being marketed are said to be marketed through the 
“ middleman system " ^ Our study will not only be con- 
fined to the marketing of those agricultural products which 
fall under the head of perishables but will be further limited 
to the marketing of those perishables which pass from 
producer to consumer through the middleman system. It 
will not be our aim either to defend or condemn this system : 
but to discover, if possible, the economic weaknesses con- 
nected with middleman methods and processes of market- 
ing perishables and to suggest ways in which the system 
may be improved. 

Neither is it to be inferred from the limitations which 
we set on our study that we mean to ignore entirely co- 
operative marketing and municipal markets. There are two 
reasons, other than time and space, for not considenng 
either separately in our discussion : ( i ) to-day as much as 
95 per cent of the perishables which enter into trade in the 
United States are marketed through the middleman system/ 
and it is believed that for a long time to come the larger pro- 
portion of such produce will be so marketed; (2) it is also 
believed that both cooperation and municipal markets will 
better serve society by complementing the middleman sys- 
tem than by supplanting it. So, cooperation will be dis- 
cussed in so far as it can be made to improve on the middle- 
man system, and municipal markets and direct marketing 
will receive the same consideration. 

Before discussing the technical problems connected with 
the present practices and methods of marketing perishables. 


^ The Middleman System will be fully discussed in chap, ii. 
* Opinion of writer from general observation. 
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we should get a clear conception of the bigness of the ques- 
tion as a whole and its importance to industrial society. 
Therefore, this chapter will treat of the development of com- 
merce in perishables, present fluctuations in their prices, cost 
of marketing them, amount of product wasted by the sys- 
tem, reasons why improvements are now being so vigorously 
demanded, and what has been done to meet these demands. 

n. EXTENT OF TRADE IN PERISHABLE PRODUCE 

So long as we were an individualistic agricultural nation 
there were few problems connected with the marketing of 
agricultural products, because there was little to be mar- 
keted except the surplus of a few staples and semi-staples 
such as cotton, wheat and cattle. Each farm was prac- 
tically sufficient unto itself, producing most of what it con- 
sumed and consuming the larger part of what it -produced.^ 
But our rapid development of manufacturing, transporta- 
tion and trade has brought forth extensive commerce in all 
kinds of agricultural products. Our industrial development 
has so greatly aflfected the farming industry that it is, to- 
day, no longer an individualistic self-sufficing industry, 
but is, like mining and manufacturing, a highly commercial- 
ized one.^ The demand for farm produce on the part of 
towns and cities needing food and raw materials, together 
with the farmer's need for manufactured goods has caused 
him to produce largely for the market instead of producing 
for direct consumption. So the bigness and significance 
of the marketing of farm products has developed pari passu 
with our great change to an industrial nation and the re- 
sulting shifting of a large proportion of the population 
from the farms to the towns and cities. 

^ Coman, Industrial H%st, of U. 5 *., pp. 214-216, 

■Carver, U, S, Dept of Agri,, Yearbook igiSi P 239 
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This recent change of agriculture from an individualistic 
to a commercial industry had a much greater effect on 
the problems connected with marketing perishables than 
on those connected with marketing either of the other two 
classes of agricultui-al products. This has been dpe in a 
great measure to the rapid growth of trade in this class of 
commodities Perishable food products have always made 
up a large percentage of the food consimied by the ordinary 
family. The Bureau of Labor Statistics estimates that about 
forty per cent of the money paid for food by the Ameri- 
can workman goes to buy perishable farm produce.^ So 
long as our population was largely rural there was of course 
little trade in this class of goods because each family pro- 
duced about all it consumed. Even in 1880 when our urban 
population had grown so that 29.5 per cent was concen- 
trated in towns and cities of 2,500 inhabitants or more,® 
extensive commerce in farm perishables was comparatively 
unimportant. Then the towns and cities were small enough 
to produce their own perishables or to secure them from 
the nearby farms But the rapid development of trans- 
portation facilities and the great growth of the cities since 
that time has changed the whole situation. To-day more 
than fifty per cent of our population is centered in towns 
and cities,* many of which are so large that they are 
unable to get their perishable food from the immediate 
territory surrounding them, but are compelled to depend on 
farms hundreds of miles away. The following extract 
from the Report of the Mayor’s Market Commission of 
New York City will give an idea of the source of the 
perishable food supply of a large American city * 

' Bureau of Labor Statistics, Bulletin No. 156, p. 361. 

* United States Census igio, vol. v, p. 17. 

• Ihid., p. 17. 

^Report of MayoPs Market Commission of New York City, p. ii. 
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To-day the development of railroad and steamship has 
brought the farms of South Carolina and Kansas as near New 
York City as were those of Long Island and Westchester 
County one hundred years ago. It has removed any limita- 
tions on the growth of the city imposed by the difficulty of 
getting an adetjuate fS&d supply, and as a consequence, the city 
has grown until it is dependent upon the production of a very 
wide area for its continued existence. 

The ^ comiAonest articles of food are often brought great 
distances ; potatbes, for instance, are brought to the New York 
market from Maine, from the Western States, from Bermuda, 
Scotland,^ Ireland, and Belgium ; onidfis, from the South — 
Virginia, South Carolina and Texas, from the Western States, 
and from Italy and Spain; green vegetables of all kinds are 
brought from nearby farms and in very large quantities from 
the South and West — in the flush seasons one railroad bring- 
ing over three hundred cars a day, and one steamship line 
running two steamers daily in the busy season between New 
York and Virginia . . . apples come from New England and 
New York, the Middle West, Oregon and Washington . . . 
melons from California, Colorado and the South . . . and so on. 

The source of New York's dairy and poultry supply would 
show even a greater area of origin than the fruits and vege- 
tables above mentioned. It is estimated that at the present 
time the average haul to the City of New York of the food 
stuffs it eats would require four days of fast freight ^ 

As the time and space between the producer and consumer 
of perishable foods became greater, it was, of course, im- 
possible for them to deal directly with each other, so some 
kind of machinery for handling the rapidly growing trade 
had to be devised. As the task was too great for either 
producer or consumer and as all other classes of foods had 
heretofore been handled through the middleman system, it 
was only natural that the same system should be applied 

^Report of Mayor’s Market Commission of New York City, p. 252. 
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largely to the marketing of perishables.’ Consequently there 
are to-day great armies of country shippers, commission 
men, wholesale men, jobbers and other middlemen engaged 
in handling perishables.^ And the machinery and methods 
of performing the task have become the most complicated, 
and probably the most inefficient, of all marketing machin- 
ery in the world. 

in. SEASONAL FLUCTUATIONS IN PRICES OF PERISHApLES 

It is considered almost an axiom that the prides of agri- 
cultural commodities fluctuate more violently than do those 
of manufactured goods. The annual fluctuations in the 
price of wheat, the most stable of all agricultural commodi- 
ties, have, since 1902, been very much greater than those 
of pig iron, the basic commodity upon which manufacturing 
'dq)aids.* The great variations in the prices of agricultural 
■produce as compared with the fluctuations in prices of manu- 
factured goods and natural-resource products becomes more 
striking when short period changes (daily or weekly fluctu- 
ations) are noted. It is not uncommon for cotton to change 
ten per cent in price within a day or so, or even within a 
few hours, whereas the rise or fall in prices of manufactured 
or natural-resource goods occur, as a rule, very gradually 
and over a long period of time.® 

There is a marked difference between the fluctuations in 
prices of the three classes of agncultural commodities. 
The prices of the staples are much more uniform than those 
of the other two classes, whereas, the variations in prices 
•of perishables are far more violent than with other agricul- 
tural products.* While the price of cotton may change ten 

* Report of Mayor's Market Commission of New York City, p. ii. 

’ Statistical Atlas 1913, pp. 495-496. 

* Mitchell, W. C., Lectures on Business Cycles. 

* Wholesale prices are here referred to. 
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• ‘cent in a few nours the price of almost any fruit or 
‘ HgetabJft may, in the same time, fall eighty per cent or rise 

400 p# 'cent.^ By^mparing the weekly quotations of the 
stapifes, as givei/in a^ newspaper, with the weekly quota- 
tions of , thogperialfoles given in Tables II and III,* one 
’ ^li- readily see th^^t^eme irregularity in the prices of the 
latter as di>posed to the former. The fluctuations in the 
prices of the semi-staples will range between those of the 
' ^tapfes aqd tSe Perishables.® 

Jt wifi be noticed from the tables referred to above that, 
^pn the |vhole, poultry products fludfeate less violently than 
do any other class of perishables, and that eggs are the 
m(5^t variable commodity o:^ this class. In order of per- 
centage of fluctuation poultry products are followed by 
dairy products. Cheese varies less than do either butter 
or milk. Fruit follows dairy products in order of variation 
of price, and, as will be noticed, is far more variable than 
dairy products. Among the fruits, peaches and cantaloupes 
are the most changeable. The second week of July, 19141 
■ peaches* sold ♦‘in the New York wholesale market from 
fifty cents to four dol'^s per bushjel, and cantaloupes the 
same week’ sold from fifteen cents to three dollars and fifty 
cents per crate. But of all perishables, fresh vegetables 

* are the most unsteady in price; though on an average, the 
range of daily or weekly prices is no great<^. than for 
peaches or cantaloupes. Tomatoes and cabbage are more 
violent* in their fluctuations than other vegetables. 

The retail prices of all products vary less than the whole- 
sale pricea* In the case of a product which fluctuates vio- 
lently in wholesale price, as most perishables do, the retail 


1 Table no. li, p. 36. 

® Pp. 36-37. 

• Prices of semi-staples given in Yearbooks of Dept, of Agri. 

* Mitchell, W. C., Lectures on Business Cycles. 
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price is fixed at a point which will g^ve the retailer a profit 
even when he buys his goods at the highest wholesale price'. 
So the great fluctuations in the wholesale prices of perish- 
ables injures the producer greatly, because he often has to 
sell his produce far below cost of production ; ^ and the con- 
sumer is benefited very little, as the price he has to pay 
remains comparatively high,’ Therefore, the great vari- 
ations in the prices of perishables cause the producer to re- 
ceive less for the product, and the consumer to pay more 
than where a steady price is maintained. In short, fluctu- 
ations add greatly to the cost of the system. 

IV. SECTIONAL FLUCTUATIONS IN PRICES OF PERISHABLES 

Table No. IV' shows the estimated farm price of selected 
commodities in different states at the same time. It will be 
noticed that on July i, 1914 the price of wheat varied from 
sixty cents in Oklahoma to one dollar and twenty-three cents 
in Georgia. But the farm prices in the great wheat-produc- 
ing states of the West varied little, having a range of from 
sixty cents to eighty-six cents, with an average of about 
seventy-five cents. The variation in hay was much greater, 
selling on September i, 1914 at five dollars per ton in North 
Dakota and at twenty-two dollars and fifty cents in Connec- 
ticut, with a price of about six dollars in the great hay- 
producing states. The extreme variations in the prices of 
butter and eggs are shown to be no greater than those of 
wheat. June 15, 1914 the farmers were selling eggs in 
Missouri at fourteen cents while Massachusetts farmers 
were getting twenty-eight cents, and Arizona farmers thirty- 
one cents. September i, 1914 butter was bringing thirty- 

‘ United States Department of Ag^culture, Report No. 106, pp. 43-58. 

' See Discussion of Retail Price-Making, chap. iii. 

® P. 39. 
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six cents in Massachusetts and only eighteen cents in Ten- 
nessee, but with a general high range in the East and a 
low range in the West. When we turn to cabbage and 
tomatoes we find greater discrepancies in farm prices than 
in any of the comndtodities already considered. On October 
IS, 1914 the Arkansas farmers who had cabbage to sell 
were, on the average, able to get three dollars per hundred 
pounds, while the farmers of New York were selling them 
at forty-five cents per hundred pounds. Without exception 
the price of cabbages on this date was low in the states where 
they were being harvested and high' where there were few 
for the market. The price range for tomatoes was about 
as great as that for cabbage. It will be noticed from the 
table that perishables as a class vary in price from place to 
place much more than do the other classes of farm produce. 

A full discussion of the reasons for the great sectional 
variations in prices of perishables will be given in Chapter 
III ; it is sufficient to say here that they are due either to the 
impossibility, or the exceptionally high cost, of getting tl^e 
produce from the places where it is lowest in price to the 
place where it is highest. In other words, the more easily 
and cheaply a farm commodity can be made to flow to the 
point of greatest demand, the more uniform will be the 
price received by the farmers throughout the country. It 
is clear that under our present system of marketing perish- 
ables they do not flow very readily from place to place — at 
least not at a reasonable cost. 

This great discrepancy in sectional prices of perishables 
is very expensive to both producers and consumers. The 
farmer in one place will not be able to sell his surplus pro- 
duce at cost of production, while the consumer in another 
will have to pay very high prices for the same produce be- 
cause there is a scarcity of the article in his section. 
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V. COST OF GETTING PERISHABLES FROM PRODUCER TO 
CONSUMER 

From the business standpoint “cost of marketing” is 
the cost in terms of dollars and cents of getting a commodity 
fr om the producer into the possession of the one who con- 
sumes it. It is from this viewpoint that the cost of market- 
ing IS here discussed. In the case of manufactured con- 
sumers’ goods the producer is the manufacturer and the 
consumer is the household; in the case of agricultural pro- 
ducts the producer is the farmer and the consumer is either 
the factory or the household. Where an agricultural pro- 
duct goes through a process of manufacture before it is 
ready for human consumption, as cotton is made into cloth, 
the factory is regarded as the consumer, but where one is 
consumed by the household without changing its form, as 
most fruits and vegetables are, the household is the con- 
sumer. The greater proportion of Staples and Semi-staples 
are consumed by factones, whereas, most perishables pass 
from producer to household without going through a process 
of manufacture. 

An examination of cost of marketing is a difficult task.^ 
It is seldom possible to ascertain the exact cost of market- 
ing even a standardized manufactured commodity, as has 
been proved by the investigations of the Tariff Commission 
into the cost of marketing cotton and woolen cloths, “ and 
by Harvard University in its studies of marketing shoes “ 
It is far more difficult to ascertain the cost of marketing 
agricultural products than that of marketing manufactured 
goods. This is true, because of the great seasonal and 
sectional variations in pnces of farm commodities, and 

1 Martin, Prof., Amer. Econ. Rev., vol. v, p. 145. 

’ Reports of Tariff Commission on Woolen and on Cotton Schedule. 

* Bulletins of the Bureau of Business Research, Harvard University. 
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because of the additional fact, which we shall discuss in 
Chapter II, that there is little uniformity of method in 
marketing them. Consequently the figures of cost of mar- 
keting which are given below are to be taken only as 
estimates. It is not to be understood, however, that no im- 
portance is to be attached to them, for it is believed that they 
very closdy represent the average cost in each case and that 
they give a true picture of the relative cost of marketing 
each class of commodities discussed. 

The average cost of marketing farm produce is much 
greater relatively than that of marketing manufactured 
goods. In the latter class the cost varies greatly between 
different classes, being lowest with the standardized, trust- 
controlled goods such as kerosene oil and Arrow Collars, 
and highest with the novelties which are subject to change 
in style like women’s hats and men’s cravats. Considering 
the whole field of manufactured goods the cost of market- 
ing ranges from 10 to 70 per cent of the consumer’s price 
with an average of from 30 to 40 per cent.^ Whereas, the 
average cost of marketing agricultural products as a class 
is from 40 to 50 per cent of what the consumer pays for 
them, with a very much wider range of cost for different 
commodities and classes of commodities than with manu- 
factured goods.’ The average for the three great classes 
of farm products is about as follows: Staple Products 20 
to 25 per cent of consumers’ price; Semi-staples 35 to 40 
per cent; and Perishable Foods 60 to 65 per cent.* 

It will be noticed that it costs a great deal more to market 
the perishables than to market either of the other two classes 
of agricultural products. The exceptionally high cost for 

‘ Martin, Prof., Amer. Econ. Rev., vol. v, p. 145. 

’ Weld, Univ. of Minn. Bui. No. 4, Soc. Set. Studies, p. 7. 

* Table v, p. 40, and table vi, pp. 41-42. 
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many commodities in the perishable class stands out clearly 
when we divide them into sub-classes. The cost for dairy 
produce is from 45 to 50 per cent; for poultry produce 50 
to 55 per cent; while that for fruits and vegetables is from 
65 to 75 per cent* A close examination of Table VI, which 
gives the average cost of marketing certain sdected perish- 
ables, will show that there is little uniformity in the cost 
for the different products, but that the lowest cost is much 
higher than for most Semi-staples or any Staples. 

There has been a considerable increase in the cost of 
marketing most classes of “ consumers’ goods ” in recent 
years.® The margin between wholesale and retail prices 
has gradually grown wider. From 1900 to 1913 whole- 
sale prices of foods increased 27 per cent, while retail prices 
increased 58.6 per cent* There are no reliable index num- 
bers for penshable foods as a class either for farm, whole- 
sale, or retail prices, but the data which we have available 
indicate that the cost of marketing them has increased more 
rapidly than the cost for any other class of consumers’ 
goods. According to Dun’s figures wholesale prices of 
dairy and garden products rose 59 per cent between 1900 
1913,* and as poultry and fruit products belong to the 
same class it is probable that, in the same period, the 
wholesale prices of perishables as a class rose between 55 
and 60 per cent. It is certain that the retail prices of perish- 
ables more than kept pace with the wholesale prices. But 
the farm prices, as given in the Farmers’ Bulletins of the 
United States Department of Agriculture, indicate that the 
farmer received very little more for them in 1913 t han in 

^ Table v, p. 40, and table vi, pp. 41-42. 

•Mitchell, W. C., Lectures on Business Cycles. 

• Bureau of Labor Statistics, Bui No. 173, p. 75, and Bnl No. 156, 
p 382. 

*Ibid., pp. 151-52. 
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1900. The farm prices of dairy and poultry products 
have risen 35 to 40 per cent since 1900, while the prices 
of fruits and vegetables have risen much less, so it is prob- 
able that the average farm prices for perishables now is not 
more than 30 per cent higher than the farm price in 1900. 
Therefore, since this time, the cost of marketing this class 
of products has greatly increased. 

The marketing of all classes of goods in European coun- 
tries seems to be less expensive than in America. The 
investigations of the Tariff Commission show very con- 
clusively that the cost of marketing cotton and woolen goods 
is very much less there than here.’' That American-made- 
goods sell more cheaply in the shops of London and Paris 
than in those of New York and Chicago is due, not so much 
to the American Tariff, as to the difference between the 
cost of marketing here and abroad. 

Agricultural products as a class are marketed far more 
cheaply in Europe than in America.* This is particularly 
true of perishables. The European farmers receive a 
higher average price,’ and the consumer pays less for this 
class of goods than in America.’ On the average, the retail 
price of potatoes in the European cities, as shown in Table 
VII,® is about one-half of what it is here. The price of 
butter and milk is from one-half to two-thirds of that in 
America, and chickens and eggs are also cheaper. There is 
little doubt that the price of vegetables and fruits in the 

' Reports of the Tariff 'Commission on Woolen and O}tton 'Schedules. 

’ Plunkett, Sir Horace, Senate Doc. No. 314, 63 Cong., ist ses., p. 839. 

* Testimony before the American Commission on Codperative Mar- 
keting m Europe, Senate Doc. No. 214, 63d Cong., i ses. 

* Price of Food Products in Europe, June, 1914, in the various tables 
given in BvX. 170 of the Bureau of Labor Statistics compared with 
American prices. These were prices which prevailed in Europe prior 
to the outbreak of the war. 

» Infra, p. 43. 
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European cities is one-half what it is here, though there are . 
no statistics on this point. Meat and flour are higher than 
in America, but this is not due to the high cost of market- 
ing but to the fact that these goods are produced at a much 
higher cost there than here, and that a great part of the 
supply IS imported from abroad.^ 

VI. LOSSES FROM DECAY OF PERISHABLES 

The greatest social losses which occur in connection with 
marketing perishables lie, neither in the wide fluctuation 
or sectional vanation in the prices of the same commodities 
nor in the actual expense of getting those goods from pro- 
ducers to consumers — though, as we have seen, these factors 
make the marketing system very burdensome. The great- 
est burden of all lies in the fact that a very large proportion 
of the perishables which are produced for market never 
reach consumers at all, but are completely lost by being 
allowed to decay. Part of this decay occurs on the farms 
(before the goods have a chance to enter the market) and 
the other part occurs after the goods are turned over to 
the marketing agencies.® 

An exceptionally large percentage of the fruits and vege- 
tables raised for market decay on the farmers’ hands before 
a market can be found for them. The proportion of dairy 
and poultry products which perish on the farms is smaller 
than for fruits and vegetables, but still it is considerable. It 

* Report of the Secretary of Agriculture 1914, p. 8 . 

•The value of the losses from decay which occur after the goads 
have entered the hands of the middlemen is included in the statistics 
of the “ Cost of Getting Perishables from Producers to Consumers " 
given in the preceding section. A discussion of these losses is given 
in this section so that the “ expense of running the marketing system " 
and the losses from decay may be distinguished. The “ cost of mar- 
keting” includes both factors. 
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^ is estimated that between 20 and 30 per cent of perishables 
as a class decay on the farms before they can be sold.^ 

At least 25 per cent of the perishables which arrive at the 
wholesale markets is hauled to the dump-pile because it is 
unfit for human consumption.* In the year 1911 the New 
York Board of Health condemned and destroyed 6,500,000 
pounds of fruit and 2,500,000 pounds of vegetables because 
of decay.* In warm weather Florida oranges lose 30 per 
cent in transportation alone,'* and if we add the decay after 
the fruit reaches the consuming center the total loss would be 
astounding. There is a loss of 17 per cent in eggs from, 
producer to consumer, due to breakage, decay, etc.,* but 
butter has an equally great loss. The greater proportion of 
the perishables which are consumed in the cities are much in- 
ferior, because of partial deterioration, to what they were 
when they left the farms. It is not an over-estimate, there- 
fore. to say that between 30 and 40 per cent of the perish- 
ables which are raised on the fanns are never consumed at 
all, but are a complete social loss. 

That this decay of ijerishables works a great hardship 
upon both producers and consumers is too evident to re- 
quire much discussion. It often happens that farmers in 
one section are unable to sell their peaches, tomatoes or 
other perishables because they decay before a market is 
found for them while at the same time consumers in some 
cities are unable to buy the same produce at a reasonable 
price because the available supply in their market is very 

‘U. S. Dept, of Ajfri., Report qS, pp. 166-284, and Report 106, pp. 43-59. 

’ Estimation made op from conver.sation with wholesale men in sev- 
eral cities. 

^ Pennington, Report of Mayor’s Market Commission of New York 
City, p. 252 

* Bureau of Plant Industry, Circular No. Jp, p i. 

* Farmers' Bulletin No, 5/7, p. 13. 
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small. ^ So the farmers lose part of their crops, while con- 
sumers are unable to get as much of the same crops as they 
would like and must pay high pnces for what they do get. 
It is the business of a market to bring supply and demand 
together, and something is radically wrong if it fails to 
accomplish this. 

VII. SUMMARY OF THE WHOLE PROBLEM 

We may summarize the whole problem as follows: 
Farmers produce far more perishables than they are 
able to market. Those which they succeed in market- 
ing fluctuate so violently in price from day to day that the 
growers cannot approximate one day what they will receive 
for their goods the next. The average price which the 
farmer receives for his goods is very low as compared with 
what the consumer pays for the same class of goods. Con- 
simiers are paying higher prices for perishables than the 
consmners of Europe pay for them, and the supply which 
they are able to get is very irregular. Between the pro- 
ducer and the consumer we find a great deterioration or 
decay of goods, and an expensive method of getting the 
goods from one to the other. 

Vni. CAUSES OF THE DEMAND FOR A REDUCTION IN THE 
COST OF MARKETING PERISHABLES 

Even though the waste and inefficiency in the system of 
marketing perishables has been great enough to attract pub- 
lic attention, it is due to underlying economic changes in our 
industrial society that great interest has been aroused in the 
problem. Probably the most important of these changes is 
the diminishing power of wage-earners and farmers to buy 
the necessities of life. From 1896 to 1907 wages in the 

^ Brooks, J. T., Markets and Rural Economics, pp. 189-190. 
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United States rose 27 per cent/ but food and clothing in the 
same period rose in wholesale price 40 per cent/ and in 
retail price about 50 per cent.® Again from 1907 to 1913 
wages rose 11.6 per cent/ while wholesale prices of food 
increased 17 per cent/ and retail prices 20 per cent. The 
position of the day-laborer is therefore becoming more 
undesirable and he has begun to demand a change. His 
fight for a further increase of his wages has not been suc- 
cessful enough to satisfy him, so he now demands cheaper 
living. 

On the other hand, the farmer’s purchasing power has 
also shown appreciable signs of diminishing in recent years. 
As long as there was plenty of cheap fertile land he was able 
to increase his income so easily by increasing his produc- 
tion that he was not vitally interested in the price he received 
per unit. But the days of cheap land are now gone. In 
1900 to 1910 the value of fann land in the United States 
as a whole more than doubled per acre.® This was a gain 
to those who owned the land during the rise in value, but 
it is an added burden to non-land owning farmers and to 
those who have recently purchased land. The problem 
now is to increase returns on a limited number of acres 
and this cannot be done by increase of production beyond a 
certain point. It is a well-known economic principle that 
after a certain limit of intensive cultivation is reached the 
returns from the land do not increase in proportion to the 
labor and capital expended upon it. It is certain that in 

* Mitchell, Business Cycles, p. 133. 

* Bureau of Labor Statistics, Bui. 173, p. 126 

® Supra, p. 22. 

* Statistical Abstract 1913, pp. 249-251. 

* Bureau of Labor Statistics, Bui. 173, p. 126. 

* U. S. Census 1910, vol. v, p 27. 
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some sections of the country we have already reached the 
point of diminishing returns for labor on our land. As we 
approach this stage the tiller of the soil, in order to maintain 
his standard of real income, must receive more for the 
ptoducts he raises or buy his necessities at a lower price. 
But prices of farmer’s necessities are not falling but con- 
tinually rising, and rising faster than the prices he receives 
for his products; so his purchasing power has been decreas- 
ing for the past few years. According to the estimates of 
Mr. Nat C. Murrah, Assistant Chief of the Bureau of 
Crop Estimates, the farmer’s purchasing power decreased 
five per cent between 1909 and 1914.^ So the farmer is be- 
ginning to demand a better price for his products, and par- 
ticularly for his perishables. 

Another economic change in our industrial life which 
■has brought the perishable food problem to the forefront is 
our increasing dependence on this class of commodities as 
a source of food supply. Indications are that we as a nation 
must depend less and less upon beef and pork as our main 
diet and more and more upon vegetables, fruits and domestic 
fowls. The per capita number of animals raised on our farms 
has greatly decreased since 1900. In that year the number 
of cattle per capita for the country was .89 while in 1914 it 
was only .57; the figures for swine are .83 for 1900 and 
.60 for 1914; and for sheep, .81 in 1900 and .50 in 1914.^ 
Not only has the per capita number of these animals de- 
creased greatly but in each case the actual number for the 
period has decreased. This is not the place to enter upon 
a detailed discussion of the causes for the decrease, it is suf- 
ficient to say that it has been largely due to the rapid rise 
in the price of land. Cattle- hog- and sheep-raising is a 

‘ Farmers! Bulletin No. 645, p. 18. " , 

* Farmers' Bulletin No. p. 8. 
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frontier industry and as the country is more thickly settled 
it is driven out by more intensive crops.’^ The important 
fact for us to note here is that if we, as a nation, are to 
have a cheap food supply in the future it must come largely 
from the plant kingdom rather than from the animal. More 
human food can be raised on a given area of land by the 
production of plant than of animal crops. 

As has already been shown, forty per cent of the money paid 
for food by the ordinary workman goes to buy perishables. 
This percentage is a great deal higher to-day than it was ten 
years ago because the price of meat has risen so rapidly in 
the past few years. As the cost of producing meat will, 
in the future, continue to rise higher and higher the work- 
man will consume less meat and more perishables. Day- 
laborers will not be the only ones affected; all except the 
very rich will feel the strain. Our people, then, will de- 
pend more and more upon perishables for their food supply. 
This is why consumers, as a class, are becoming so intensely 
interested in the marketing of these goods. 

Because of the rapid rise in the price of land, and the 
increased demand for perishables on the part of the cities 
and towns, the dqiendence of farmers upon them as a 
money crop is growing very rapidly. According to the 
census estimates of 1910, given in Table I,* perishables con- 
stituted twenty-three per cent of the total value of the out- 
put of the agricultural industry, and, as explained in the 
table, were greatly under-estimated so that their value is 
probably twenty-five to thirty per cent of the total. As 
agriculture becomes more intensive and the urban popula- 
tion grows to greater proportions the farmer will depend 
/ 

* Cirver, Principles of Rural Economics, pp. 157-162. 

Sa30 

63^1 
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more and more upon perishables as his money-crop. So he 
has become greatly interested in the marketing of perishables. 

When we take into consideration the social losses con- 
nected with the system of marketing perishables, the rapidly 
decreasing purchasing power of laborers and farmers, to- 
gether with the increasing dependence of both rural and 
urban population on these commodities, we not only see why 
the problem has become one of general interest, but we can 
also appreciate its far-reaching importance to the nation as 
a whole. When the country was new and population scarce 
in proportion to the natural resources, the marginal pro- 
duction of labor in the factory and on the farm was so high, 
and the possibility of increasing this production so great, 
thait attention was naturally centered on increasing the out- 
put. A greater national income could be secured by produc- 
ing a larger quantity than by utilizing what was produced 
to the best social advantage. Waste was not extravagance 
because more could be gotten by spending energy to aug- 
ment the output than by spending it in conserving and utiliz- 
ing the smaller production more advantageously. But the 
situation has changed and waste is now becoming a burden 
and a great burden in regard to perishable foods. It is now 
difficult for the farmer to increase output except at an 
increasing expense per unit of produce, the laborer can 
rarely succeed in augmenting his wage except at a great 
increase of effort, so both are demanding the dimination of 
waste connected with the exchange between them in order 
to increase their real incomes. 

IX. WHAT HAS BEEN DONE TO IMPROVE THE MARKETING 
OF PERISHABLES 

Farmers have made many efforts through cooperative 
associations to reform the methods of marketing perishables. 
There have been a few such associations which have made 
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signal successes/ but the greater number so far organized 
have been pronounced failures. They have neither ad- 
vanced the personal wdfare of the codperators nor improved 
marketing. It is a generally conceded fact that such or- 
ganizations have, up to this time, had little appreciable ef- 
fect on the general problem.® 

There has also been much talk recently of consumers’ co- 
operation in this country, but as yet the supporters of the 
plan have largely confined themselves to pointing out the 
great successes cooperative stores have made in Europe, 
particularly in England. The Right Rdationship League 
has organized 150 such stores in the United States since 
1903,’ but the success of these stores has not been so very 
encouraging. It might be said that as yet consumers’ co- 
operation in this country is only a hope — ^not an accom- 
plished fact. The effect which such cooperation has had on 
the general problems of marketing perishables is far less 
than that accomplished by farmers’ cooperative orgfaniza- 
tions. 

There are about two dozen American cities which claim 
to have municipal markets of some character, but there is 
not one where a very large proportion of the perishables 
consumed by the city goes through the municipal markets.* 
However, great improvements have been made in many of 
these American municipal markets in the past few years and 
there is little doubt that at least in some of the cities they 
have enabled a portion of the population to secure cheaper 

’ Description of Farmers’ Cooperation in U. S.; U. S. Dept, of Agri., 
Report No, 98, pp. 166-284. 

* Tousley, E. M., Annals of Amer. Acad, of Pol. and Soc. Set., voL l, 
p. 230. 

* Ibid., pp. 231-233. 

* Public Markets in American Odes, Report of Mayor's Market Com- 
mission of New York Ctty, p. 67. 
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food. But up to this time it cannot be said that even these 
public markets have had an appreciable influence on the 
general system of marketing perishables. 

There are evidences that the middlemen themselves have 
become interested in improving their methods of handling 
perishables.^ Their associations have studied some of the 
problems and have passed resolutions calling for certain 
reforms. They have, however, accomplished less than noth- 
ing in the way of evident improvements and the system 
has constantly grown worse in their hands. 

Yet, in the face of the general failure on all sides to re- 
form the system, it is not bdieved that the problem is a 
hopdess one. The greater part of the past discussion of 
the question and not a few of the moves made to improve 
■conditions have been only the hysterical efforts of people 
unacquainted with the true economic complications and un- 
able to grapple with this big economic problem which has 
appeared on the horizon. So far, little scientific investiga- 
tion or discussion has been devoted to the marketing of 
perishables. There are, however, indications that many 
economists and trained experts will, in the future, give their 
time to the problem. 

Wisconsin, New York and a few other states have es- 
tablished commissions or bureaus to study the marketing of 
farm produce. These state commissions are too new for us 
to teU as yet just what they will be able to accomplish in 
the way of bringing about constructive reforms, but the 
work now being done by the New York State Department 
of Foods and Markets and by the Wisconsin University 
Extension Department is indeed encouraging. A few cities 
have appointed market and food commissions to study the 
local problems, and the Report of the Mayor’s Market Com- 
mission of New York City is a valuable one. 

* Weld, Univ. of Minn., Bui. m Soc. Sci. No. 4, p. 10. 
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As tjie result of a confei'ence held under the auspices 
of the Dep-artment of Agpriculture at Washington in April 
1913/ Congress created in this Department the Office of 
Markets, which, a year later, was combined with the Office 
of Rural Organization. It is the object of the Office of 
Markets and Rural Organization to collect and distribute 
useful information on “ subjects relatiljg to the marketing 
juid distribution of farm products.” Though the office 
of markets is y^ youn|;, connected with it is a corps of 
experts in marketing who have already made jgivaluable 
studies in special phases of the problem.® If Congress sees 
fit further to increase the appropriations of this office it 
will in time become the chief clearing house for scientific 
information on all questions connected with marketing agri- 
cultural-' products, particularly perishables, for as shown 
by the Reports of the Chief of the Office the larger port of 
its work is concerned with marketing this class of produce. 

The economic societies of the country have latdy 
shown not a little interest in the marketing of perishables. 
In 1913 a whole meeting of the American Academy of 
Political and Social Science was taken up in discussing 
problems connected with “ Reducing the Cost of Food Dis- 
tribution,” * and since that time many separate articles on 
this problem have appeared in the atmals of this organiza- 
tion. The American Economic Association has not neglected 
the question, for a whole session of its annual meeting in 1914 
was taken up with the problems of marketing.* Aside from 
these two large scientific organizations many of the smaller 
ones have devoted much of their space and time to problems 

^ Report of Conference issued by Dept, of Agri. 

* The various reports will be mentioned in later chapters. 

* Annals for November, 1913 

^ American Econ, Rev., Papers and Proceedings of 1914 meeting. 
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of marketing perishables. Also many individual economists 
have very recently turned their attention to questions of 
marketing agricultural products.^ So it is likely that the 
problem will receive sufficient scientific study within a short 
time to justify a constructive program for reorgfanizing the 
system of marketing perishables. It is hoped that the 
discussion of the problem which is found in the following 
pages will contribute something to that scientific basis for 
the reform. 

* Weld of Yale, Taylor of Wisconsin, Coulter of Peabody, Carver of 
Harvard. 



35 


397 ] CHARACTER AND SIGNIFICANCE OP PROBLEM 


TABLE I 

The Tkkeb Grotifs of Farm Products — Value of Each^ 


STAPLE CROPS 


Commodity 

Com 

Vdluo, Annual 

Cotton 

Wheat 


Oats ... . 

Barley 



l3f30^i98S»638 


SEMI-STAPLE CROPS* 


Commodity Valuta Annua/ 


Cereals 

Other grains and seeds. . 

Hay and JPorage 

Tobacco 

Cotton Seed 

Supr Crops 

Other minor crops 

Nuts,... : 

Domestic Animals 

Wool 

Honey and Wax 


#62, 173,001 
97.636,085 
824,004,877 
104,302,856 
121,076,984 
61,648,942 
18,0^,658 
4,447.674 
1.833.175.487 

54,964,020 

5,992,083 


Total 


fe.i2S.377.566 


PERISHABLE FOOD CROPS* 
Commodity Value^ Annual 

Dairy product l755>78o,93i 

Poultry products «... 709,195,232 

Vegetablea 418,110,154 

Fniits 217.576,542 


Total #2,100,662,869 

ALL CROPS ^ 

Staples #3,366,985,638 

Semi-staples 3,125,377,606 

Perishable Foods.... 2,100,662,869 

Grand total #8,533,026,173 


* Census of 1910 : VoL V. pp. 474, 505, 517, 519, 532, 

* There is much duplication in the estimated values of the Semi-Staple Crops 
because much of one product is used in producing another. For example, hay 
and forage are used in producing live-stock but the full value of each is here 
given. Then too, a great part of the Staple Crops, such as com and oats, is 
consumed in the production of live-stock. 

* The perishable foods sire very probably greatly underestimated because such a 
large percentage of the crops is consumed or wasted on the farm and the farmers 
have no way of estimating the true value. 

^ The grand total is probably near the value of the Mnnal production of the 
agricultural industry because the over-estimates and under-estimates tend to 
equalise each other. 
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TABLE II 

Fluctuation in the Prices of Fruits and Vegetables 

Auptst September October November Deee 

Apples (barrels] : 

Receipts^ 1,557 16,038 28,537 124,071 79,620 40, 

Wholesale price*. ..#0.50(^2.50 #i.25<^3.oo #1.50^3.50 #o.75(a#3.oo #1.00^4.00 #i.oo@ 

N. Y. Farm Price * #1.63 #1.5® #r.oo #0.95 

U. S. Farm Price*.. #2,15 #1.70 #1.53 #140 #1.43 

Pears (barrel) : 

Receipts 5446 1.537 >692 4 » 6 i 8 1,130 i, 

Wholesale Price. . . . #2.oo@#4.oo #o.6o@#4.50 #i.25(^#5pOO #1.00(^6.00 #i.oo(g#5.oo #i.50(g 

N. Y. FarmPnce iSi. 9 S #2.13 

U. S. Farm Price #247 #2.33 #2.00 #1.94 

Peaches (bushels) : 

Wholesale Price .... #o.5o(^#4.oo #o.5o(^#5.oo |o.3o(§#2.oo #0.25(^2.00 

U. S. Farm Price .. . #l.2o #1.05 #1.37 #1.05 

Cantaloups (crate) 

Wholesale Price. - . .#o.i5(^#3.5o #o.i2@#i.75# 0.25(^2.00 #0.60(^1.50 

Cabbage (100 pounds) 

Wholesale Price. . .. #0.50(^2.00 #o.25®#3.oo #2.oo(a#3.oo #2.50(^3.50 #i.5o(^#2.oo #2.50® 
U. S. Farm Price.. . #2.66 #1*74 #1.50 #1.31 #1.14 

Tomatoes (box) 

Wholesale Price. . ..#0.20(^2.50 #o.io@#o.35 #o.i5(g#i.oo #o.5o(^#i.oo #0.50(^1.50 #040(g 
Celery (doz. bunches) 

Wholesale Price. ...^.io@#o.50 #o.io(^#o.25 #o.io(g#040 #o.io(g#o.35 #0.10(0^.25 #o,io@ 
Lettuce (basket) 

Wholesale Price #o.io@#o.75 #o.io@#o.30 #o.25@#i.25 #o.i5(^.75 #o.2s(§#i.oo $0,25® 

Spinach (basket) 

Wholesale Price #0.25(^5.00 $o. 3 ft@$o.$o #o.25(g#o.35 #o.i5@ 

Green Peas (bushel) 

Wholesale Price. . . .#o.5o@#i.25 #04 d@#i.5o #0.50®#! .75 #i.5o@#2.50 #o.75@#i.75 

*For the City of New York for the second week in each month. Receipts were estimated froi 
cunent issues of The Producers' Pnce-Current of N. Y., and are to be taken only as estimates. 

* Wholesale prices of New York City according to quotations given by The Producers’ Pnce-Cu 
•The average pnce which the New York farmer receives for the commodity on the 15th 0 
month referred to. These prices were secured from Farmers* Bulletins Nos, 61 1, 620, 629, 64I1 
651. They also are to be considered as estimates. 

*The average price which the farmers of the United States receive for the commodity on the 
of the month designated. The figures were taken from the Farmers* Bulletins referred to in note 
•The prices quoted are only those of the second week of each month. 
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TABLE ni 

Monthly Recbipts and Wholesale Feicbs of Dairy and Poultry Products 
IN New Yore City for 1914 


BUTTER 


Months 


Receipts 

(pkgB.) 


Creamery 
Extra 
(per lb.) 


Held Cream, 
Extra 
(per lb.) 


Receipts 

(pkgs.) 


Fresh Average 
Fancy 
(per lb.) 


Jannary. . 
February,. 
March .. . 
April .... 

May 

Tune 

July 

August.. ■ 
September 
October. . 
November 
December . 


171,768 

149.053 

202,222 


192,101 

234*894 

344*750 

286,071 


222,793 

222,250 

178,629 


152,197 

156,108 


Cents 

26 @37>^ 

26)i@32 

24^®26}il 

2SJ6@27 
26Ji@2S 
26J2@30 
28>^@3a, ^ 
30 @32>^ 
29K®33>i 
33>^@36 
33 @36>^ 


Cents 



29>^@32 

29 @32 
3*>^@38>i 
32 @33 


23,066 

21,301 

28,732 

48*417 

62,161 

97*197 

91,402 

72,207 

65,984 

74*796 

44,164 

35*293 


Cents 

i%@i7?4 

I3_ @i6J' 


:ifc 

*4>6®i6Ji 
15 @16 
I4>^@ISJ^ 
I4>i@lS 
I4 M@i 5 


DRESSED POULTRY 


LIVE POULTRY 


Months 


January. ...... 

February 

March 

April 

May 

June 

July 

August 

September .... 

October 

November 

December 


Receipts 

(pkgs.) 


Fresh Killed 
Fowls 
(per lb.) 


Frozen 
Fowls 
( per lb.) 


Receipts 

(car 

loads) 


Fowls 
(per lb.) 



Cents 

Cents 

132,908 

12 

(a 

19 



.. .. 

75»”9 

14 

a 

19 

isji 


19 

100,941 

14 

@19 

14 


19 

87.537 

15, 

a 

I9« 

13 


19 

74.362 

I3>i 

’d 

I9>^ 

13 


19 

71,294 

I3>^ 


i8J^ 

13 


19 

52.257 

12M 

(CL 

U9>^ 

12 


I9>^ 

46,430 

12)4 

(a 

H9)^ 

12 


I9>s 

60,249 

66,867 

98,713 

13 

13 


20 

I2O 

12 


193^ 


I18K 

.... 

. . 

. . . . • 

188,169 

12 


)i7>^ 

. . . . 

•• 

.... 


477 

382 

443 

517 

424 

460 


492 

504 

736 

686 


670 

748 


Cents 

I4J^@i6 

i 6>^@20 

iSM @23 

i6>^@23 

i6Ji@i9 

15 @i8>^ 

16 @19 
12 @20 
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TABLE ni— C oncluded 

EGGS 


Months 


Jannaiy. . 
Febmaiy* 
March 
ApriL ••• 

May 

June 

July 

Augnst • ■ . 
September. 
October. .. 
November. 
December • 


Receipts 

(cases) 


188,387 

269.552 

466,452 

555.953 

775.391 

587,840 

386,845 

365.361 

349.731 

277,881 

176,366 

159.517 


Western finest 
(per doz.) 


Cents 
32>^@37 
28 @33 
25 @34 

I9K@22li^ 

20 }i @22 


Refrigerator 
First to Finest 
(per doz.) 

Cents 

*s @30 

27>^@28 


21 

22 


«2K 


&2S>i 

24 


28 

25 a 

927 

26 


29 


927 

27 


‘33 



32 


40 

233^6 

pe 

38 


44 

23K« 

927 


From price, and receipts quoted by Tht Produett^sPriet-Currtniai New York. 
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TABLE IV 

Discskfancies between the Prices of the same Commodity in different 
States on the same Date in 1914. 


. .......... 

Wheat 

w 

Hay 

(per ton) 
Sept, i 

‘as 



New Hampshire . . . 

#1.05 

Vermont 

I.OO 

15.90 

Rhode Tfil^pd ..... 


21.00 

10.00 

MfiBMchusettft . . . . , 


floTiTiecHciit ..... f. . 


21.50 

New York 

.98 

14.90 

New Jersey 

1.0 1 

19.20 

Pennsylvania 

.92 

1440 

Delaware 

•8s 

15.00 

Maryland 

.8s 

15.30 

Virginia 

•95 

17.10 

West Virginia. .... 

1.00 

17.60 

North Carolina .... 

1.05 

18.00 

South Carolina .... 

I.I 4 

18.00 

Georgia 

1.23 

17.30 

Flondn. 


18.50 

Ohio 

.8s 

14.50 

Indiana 

.76 

14.70 

lUmois 

.72 

14.80 

Michigan 

.86 

12.20 

Wisconsm 

.85 

940 

Minnesota 

.78 

6.30 

Iowa 

•77 

10.30 

Missouri 

•71 

14.10 

North Dakota 

.78 

5.00 

South Dakota 

•77 

5.80 

Nebraska 

.70 

7.10 

Kansas 

.70 

840 

Kentucky 


1740 

Tennessee 

•85 

18.60 

Alabama 

I.Z2 

14.80 

Mississippi 


12.70 

Louisiana 

Texas 

•11 

.60 

12.50 

9.80 

Oklahoma 

8.90 

Arkansas 

.86 

12.90 

Montana 

•75 

7.80 

Wyoming 

.90 

9.20 

Colorado 

•77 

8.40 

New Mexico 

1. 10 

10.30 

Arizona 

1.20 

12.60 

Utah 

.80 

8.00 

Nevada 

.90 

10.30 

Idaho 

•72 

6.50 

Washington 

•73 

9.70 

Oregon 

•77 

9.00 

California 

.94 

7.20 


Egg» 

Butter 

Cabbage 

Tomatoes 

3er do*,) 

Sept I 

(per 100 lb.) 

(pcrbtt.) 

fnne 15 

Oct. 15 

Oct 15 

80.24 

10.31 

#1.00 

#0.90 

.24 

.20 

•33 

.21 

1.30 

•8s 

1.00 

•j* 



•3| 

•75 

.80 

.28 

•3S 

•90 

1.00 

•25 

•34 

1.50 

.6s 

.22 

.31 

45 

•5* 

.26 

•33 

•75 

40 

.22 

.21 

•30 

140 

i.eo 

.67 

.26 


•^y 

.19 

1.25 

47 

.18 

•23 

1.90 

.60 


.25 

1.60 

.6s 

.18 

.24 

1.70 

.90 

.20 

.25 

2.00 

I.IO 

.18 

•24 

2.00 

1.25 

.21 

.33 

3.10 

1.18 

.18 

•27 

1.40 

.50 

.17 

.24 

140 

.50 

.x6 

•27 

1.60 

.68 

.19 

.26 

1.20 

•5® 


.29 

1,25 

.80 

.16 

.27 

1-95 

1.00 

.16 

.26 

*■95 

•75 

.14 

•23 

1.80 

•75 

.15 

.23 

2.7s 

1.50 

.15 

.20 


1.05 

.*5 

•23 

•95 

.15 

.24 

1.50 

1. 10 

.15 

.21 

2.00 

•55 

.50 

.15 

.18 

2.00 

.16 

•23 

2.30 

.80 

.16 

.22 

2.70 

1.00 

.x8 

.29 1 

•23 

2.50 

2.60 


■15 

1.40 


.23 : 

2.25 

1.30 

.16 

•23 

3.00 

.70 

.22 

.30 

*•55 

1.00 

.23 

.27 

2.25 

1.50 

.21 

.28 

.60 

•95 

.24 

.34 

1.90 

1.30 

.31 

34 

2.50 

2.05 

.20 

.30 

2.20 

80 

.30 

.36 

2.50 

1.65 

.19 

•27 

1.80 

1.80 

.22 

■31 

1.50 

1.00 

•23 

.33 

2.00 

1.00 

.24 

.29 

1.40 

.60 


These ti^es were taken from the price quotations in Farmers' Bulletins Nos. 61 1> 
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TABLE V 

Cost of Marketing AcaacuLTURAL Staples 


Commodity 


Wbcfit. 
Com* • 
Oats . . 
Cotton 


From fanner to factory 


Per cent of factory pnce 
10' 

X2* 

12 * 

9 * 


From farmer to individual 
consumera 

Per cent of individual con- 
sumers’ price 
20 ‘ 

30* 

30* 


Cost of Marketing Semi-staples 


Commodity 


From fanner to factory 


From fanner to individual 
consumers 


Cattle, hogs and sheep . 
Horses, mules and asses 

Tobacco 

Hay and forage 

Grains and cereals ..... 


Per cent of factory pnce 
4 to 6® 


6 to 10 T 


10 to 12 B 


Per cent of individual con- 
sumers’ price 
30 to 35 * 

35 to 40 • 


40 to 50® 
35 to 40 ® 


Cost of Marketing Perishable Foods 


Commodity 


From farmer to the individual consumers. 


Poultry Produce 
Dairy Produce . 

Fruits 

Vegetables 


Per cent of individual consumers’ price 
so to S 5 * 

45 to 50^® 

70 to 75 “ 

70 to 80 


'Bureau of Lab. Statistics, Bui. No. 130, pp. 70-102. 

* The cost of marketing com to the manufacturer is a httle higher than for 
wheat because of its lower specific value and greater shrinkage. Cost to consumer 
18 gotten by comparing farm pnces m the West with farm pnces in the South 
and East on the same date as given in Farmer^ Bulletin No, 611, p, 27. 

• The cost of marketing oats is gotten the same way as for com. 

* Spot price in N. Y. compared with Southern farm pnce on same date. 

• Warren — Umv. of Minn. Studies., Bui. No, 4. p. 35. 

® Selhng pnce in horse-raising states vs. pnces in other states. U. S. Census 
1910, Vol. V, p. 368. 

^ Bureau of Plant Industry, Bui. 268. 

® Gotten by same methods as in footnote (®), 

» Table VI, p. 41. Ibid. a Table VJ, p. 42. 


Ibid.^ p. 42. 
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TABLE VI 

Cost of MARXFnNG Pesishablbs 


Commodity 

PouUry Produce 
Eggs (per doz,) 

Chiclcens (per lb.) -{ ( * 

l(‘) 

D^iry Produce 
Butter (per lb.) • • j | 

i n 

Cheese (per lb.) • . ( 

Milk (per 


Farm Price 


I0.176 


II 


.091 

127 


•253 


185 

12 

.032 


Wholesale 

Price 


#0.25 

•15 


.16 

.175 

25 


,24 


Retail 

Price 


*0.38 


-40 


.20 

.22 


.36 


36 

27 

0733 


Cost of Marketiug. 


Per cent of consum- 
ers’ price 

54 
3 * 

72 

55 
54-5 
42 


30 

25 

23 


55 

59 

55 


* Average farm pnce for July 15, 1914 estimated by the Dept, of Agri. Whole- 
sale price for same date at New York as quoted by The Producer^ Pnce- Currents 
Retail pnce same date in New York as estimated by Bureau of Labor Statistics. 
Bui. 156, p. 146. 

* Weld — Umv. of Minn. Studies m Soc, Sci., Bui. No. 4, p. 7. This refers only 
to Minnesota eggs. 

• 'Kmg-^Phitadelphia Markets in ^tr hearing on ike Cost of Farm Produce p. 
13. In reference only to eggs produced near Philadelphia and marketed in Phila. 

^ Weld, op, at., p, 7. In reference to Minnesota Poultry. 

‘Thomson — ^Umv, of Minn, Studies, BuL No. 4, p, 72. Poultry marketed in 
the Twin Gties. 

‘Average farm price for Sept. 12, 1914 estimated by the Dept, of Agri. Farm- 
ers’ Bulletin No. 61 1, p. 32. Wholesale pnce for same date at New York as 
quoted by the Producers' Pnce- Current, Retail price at New York on July 15, 
as estimated by Bureau of Labor Statistics BuL No. 156, p. 146. 

^ Secured the same way as pnces for (6). 

‘Bureau of Lab. Statistics, Bui. No. 164, p. ii. 

• Weld, cp. ctt,, p. 8. Marketing Minnesota butter in New York. 

^‘King, op, at., p. 13. Pennsylvania butter marketed in Philadelphia. 

“ Univ. of Wis. Bui. 232, p. 30. Wisconsin cheese marketed m U. S. 

Calvert — Univ. of Mmn., Bui. No. 4. p. 86. Cost of distributing nulk by 
Minneapolis Milk Company, 19 1 2-’ 13. 

“ Weld, op. at., p. 7. Average for milk of Minnesota. 
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TABLE ^l-^{Conclueled) 

The Cost of Marketing Perishables 


Commodity 


PruUs 

Apples (per bbl.] 

Pears (per bu.) > 
Peaches (per biL) . 
Berries . . • 

Vegetables 

Potatoes (per bu.) ^ 
Cabbage (per 100 / 

lb.) t 

Tomatoes (per/ 

pk.) .........to*) 

Asparagus, lettuce, 
spinach, celery •••('*) 


Farm Price 

Wholesale 

Price 

Retail 

Price 

$ 1 .^ 

I. 4 S 

2.16 

1.17 

;^2 .i6 

2.7s 

3-04 

X.82 

<*S- 9 S 

3.78 

8.36 

5.46 




.815 

*53 

1*39 

1.00 

4 i 

1.50 

1.20 

4.17 

■35 

.18 

40 

.40 

.80 

.80 





Cost of Marketing 


Per cent of consum- 
ers* price 
70 
72 

63 

? 

^5 


70 

45 

If 

g 

80 

80 


^ Weld, «V., p. 7, Average for Mum. frmts. 

*Farm pnce secured by takmg average of farm prices given by Dept, of 
Agri. July to Dec., 1914. Wholesale price is gotten by taking average for Kew 
York for same period. Retail pnce is for New York m July as ascertained by 
personal investigation. 

’ Bnl. 302, p. 8 of Dept, of Agri. For apples distnbuted through the five and 
ten cent stores. 

* Different pnces gotten same way as those for (2). 

^ Different pnces gotten same way as those for (2) and (4). 

•King, 0/. «/., p, 13. For berries grown in Pennsylvania marketed in Phila- 
delphia. Bernes shipped from other states would show a much higher cost. 

^ Weld, eit., p. 7. Average cost for marketing Minnesota vegetables. 

•Farm and wholesale pnces gotten as in (2), (4), and (5). Retail price is 
the one for New York July 15, 1914 as given by Bureau of Lab. Statistics, Bui. 
156 p. 140. 

•King, 0/. at., p. 13. For local potatoes marketed m Philadelphia. 

Pnces gotten in same way as m ( 2) and (4), 

“ Peterson — Umv. of Minn., BuL 4, p. 94. Local cabbage marketed in the 
Central Market of Minneapolis. 

“ King, at., p. 13. For local tomatoes marketed in Philadelphia. 

^•Average pnce for U. S. summer of 1914. Farmer^ Bui. 620, p. 33. Com- 
bmed with Philadelphia prices. 

It IS not possible to get figures because of the great fluctuation in the cost, 
but wholesale and retail men assert that the cost is much higher for this class of 
vegetable than any other. 
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TABLE VII 

Retail Prices of Food Products in American Cities Compared with those in 
European Cities, July 1914 


Commodity 


Sirloin Steak (per IbO .... 
Round Steak (per lb.) .... 

Rib roast (per lb.) 

Chuck Roast (per lb.) 

Pork C! 3 iops (per lb.) 

Bacon, Smoked (per lb.) . . 
Ham, Smoked (per lb.) . . . 

Lard, Pure (per lb.) 

Leg of Lamb (per lb.) .... 
Hens, not drawn (per lb.) • . 

Flour, wheat (25 lbs.) 

Eggs, strictly fresh (per doz.) 
Butter creamery (per lb.) . . 
Potatoes, Irish (per lb.) . • . 

Sugar ( per lb.) 

Milk, fresh (per qt.) 


American Cities 


New YorkI 
City ^ ! 


$0.27 

•27 

•22 

.16 

.22 

•25 

.30 

•'I 

.16 

.21 

.80 

•36 

.34 

•03 

.054 

.09 


St Louis* 


#0. 


30 

25 

.20 

•175 

.20 

.30 

.30 

•IS 

.20 

.20 

.80 

•23 

•35 

.02 


European cities 




■ 




Rheims, 
France * 

Hamburg, 

Germany^ 

Edinburgh 

Scotland^ 

Genoa, 

Italy* 

Nor- 
way I 


•357 



.191 

.16 

.26 


•*/* 






.16 






J7I 




.20 

.18 






•000 

.16 

■22 

.10 


.24 

.238 

.x8 

1.185 

.312 

.32 

.01 

.057 

.067 


.x8i 





•875 

.23 

.30 

.01 

.95 

.262 

.28 

Y)IC 

*• 0/0 

•24 

.32 

.02 

07 

1 -OS 

.36 

•30 

•05 

•113 

.06 

.071 

.OA2 




^ From Bulletin of the United States Bureau of Labor Statistics, Whole Number 156 
pp. 139 -HS- 

p^. 169-171. 

‘Bulletin of the United States Bureau of Labor Statistics, Whole Number 170, p, 34. 

* Ibtdf p, 40. 

‘ Ibtdy p. 77. 
p. 84. 

^ Ibtd,f p. 104. Based on the average retail pnces from twenty different localities. 



CHAPTER II 


The PiffiSENT System of Marketing Perishables 

It was shown in Chapter I that the present system of 
marketing perishable farm produce is a great economic 
burden to society. Before we can attempt to make sugges- 
tions whereby the burden may be lessened, it is necessary 
for us thoroughly to understand this system. This chapter, 
therefore, will be devoted to an analysis of its complicated 
machinery and the cost of handling the produce as it passes 
from one stage to another on its way to the consumer. A 
thorough knowledge of the working of the system is neces- 
sary before we can intelligently discuss improvements in 
methods and ways of marketing perishables. 

I. OUTLINE OF THE MACHINERY OF THE MARKET 

There are three kinds of markets for perishables: (i) 
Growers’ Local Markets; (2) Wholesale Markets; and (3) 
Retail Markets ^ There is, also, a distinct class of middle- 
men for each of these markets — Country Shippers, Whole- 
salers, and Retailers. Each class of middlemen performs 
a distinct work in getting the goods from producer to 
consumer.® 

I. The work of the Country Shipper in the Growers’ 
Local Market is to assemble perishables from the neighbor- 

* Huebner, Agricultural Commerce, p. 12. 

’ A full discussion of the present machinery for marketing perish- 
ables is given in U. S. Dept of Agri , Bulletms Nos, 266-267, and 
Report No. 98, pp. 9-17. 
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ing farms at the nearest shipping point; then grade, pack 
and ship them to the wholesale markets. There may be 
several t3rpes of country shippers engaged in this work. The 
most familiar type is the country storekeeper who makes it 
his business to buy the produce from nearby farmers and 
ship it to some other country shipper or to a wholesale 
market. All farmers’ cooperative associations are organ- 
ized primarily to carry on the work of a cotmtry shipper.^ 
Then there are men who give their whole time to shipping 
farm produce and represent no one except themselves. 
There are other country shippers who are representatives of 
some other middlemen and buy for them. Some country 
buyers travel from place to place according to harvesting 
seasons, while others are pemianently located. Whether 
the country shipper is an association or an individual, 
whether he represents the producer, a buyer, or himsdf, 
whether he travels or is permanently located, his work is 
essentially the same — that of assembling car-lots and ship- 
ping them to the wholesale markets.® 

2. The work of the wholesale market is to receive the 
large-lot shipments from country shippers and producers 
and to divide the produce into small lots and distribute it 
to the nearby retail market. Aside from the auctioneer, 
there are no less than four distinct types of middlemen 
engaged in wholesaling. First, there is the broker who 
acts as a “ go-between ” for the shipper and buyer. He 
accepts the produce when it arrives at the wholesale center 
and finds a buyer for it, for which he receives a “ broker- 
age fee.” He is an agent of the shipper and makes the 
sale only by consent of, and in the name of, the shipper. 
Then there is the commission man who accepts goods on 

1 U. S. Dept, of Agfri., Report on Conference on Marketing, p. 3. 

* King, Lower Living Cost in Cities, p. So. 
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consignment an-d disposes of them at what he considers 
the best advantage. He makes the sale in his own name 
and accounts to the shipper for his act. Another is the 
car-lot dealer who buys produce in large shipments (gener- 
ally car-lots or more) and sells it in smaller quantities — his 
work is breaking the car-lot. He buys on his own account, 
and represents only himself — ^he is in business for profits, 
not commissions. The other middleman in the wholesale 
market is the jobber who buys in less than car-lots from 
shippers, brokers, commission men or car-lot dealers, (most 
often from the latter), and sells to retailers in small-lots. 
He, like the car-lot dealer, represents only himself and 
works for profits. In actual practice it is hard to dis- 
tinguish one kind of wholesaler from another. The broker 
may do coonmission business and buy produce as a car-lot 
dealer and sell as a jobber.^ Any one type of wholesaler 
may at times do the work of the other types. 

All wholesale dealers specialize to a greater or less ex- 
tent in the goods they handle. Some brokers and com- 
mission men handle only poultry products, others nothing 
but vegetables, still others only fruits. There is a still 
higher degree of specialization among car-lot dealers than 
among brokers and commission men.' In the very large 
cities we have car-lot dealers who handle only one product : 
one will handle only strawberries, another peaches and an- 
other watermelons. Then there are others who deal in two 
or three different products. The butter and cheese dealer 
or the poultry and egg dealer is a good example of this 
class. Few car-lot dealers, even in the smaller wholesale 
centers, ever handle more than one general class of perish- 
ables. That is, we sometimes find one who buys and sells 

' Men engraged in the wholesale business have assured the writer that 
this IS the case. 



409 ] present system of marketing perishables 47 

« 

all kinds of fruits or all kinds of vegetables. When we 
come to the jobbers we do not find very much specialization. 
Any one jobber will generally buy and sell perishables of 
all kinds. In the smaller centers we will find occasionally 
that the jobber who sells perishables to the retailers sells 
them all other kinds of foodstuffs at the same time. 

It must also be remembered that it is only in the very 
large wholesale centers that we find the wholesale trade 
divided up between "brokers, commission men, car-lot dealers 
and jobbers. In the towns of less than 15,000 inhabitants 
we generally find only one kind or type of wholesale dealers 
Here all wholesalers sell directly to the retailers. Their 
work is almost identical with that performed by the jobbers 
in the large centers. Most of them buy their goods from 
brokers, commission men and car-lot dealers in the large 
centers just as do the jobbers. It is only when a town be- 
comes large enough to receive car-lots directly from shippers 
that its wholesale trade begins to be divided up between 
different classes of wholesalers. In other words, we may 
safely say, the larger the wholesale center the more sub- 
division or specialization will be found among those who 
cany on the trade. 

3. The object of the retail market is, of course, to sell to 
consumers. The retailer may buy his goods from farmers, 
country shippers, brokers, commission men, car-lot dealers, 
or jobbers — in the large cities he generally buys from job- 
bers. There are several types of retailers for perishables. 
The fruit and vegetable hucksters and vendors are familiar 
retailers in cities. Where municipal markets and consum- 
ers’ cooperative stores exist, they also handle perishables, 
and chain stores, butcher shops and dairy companies sell a 
considerable proportion of some perishables. But the most 
common type of retailer of these goods is the comer-grocer 
who sells all kinds of food. 
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n. COMPLICATIONS AND LACK OF UNIFORMITY IN 
MARKETING OPERATIONS 

The following example shows how some perishables pass 
from producer to consumer : Mr. Smith, a country collect- 
ing agent, goes from farm to farm in Cleveland County, 
Oklahoma, and buys eggs from the farmers. He sells them 
to Mr. Jones, a country shipper in Norman, the county-seat. 
Mr. Jones ships them to a large produce-shipping company 
in Oklahoma City. This company sends them in car-lots to 
New York to be sold by a broker, Mr. A.’^ Mr. A sells 
them to a car-lot dealer, Mr. B, who in turn sells them to 
Mr. C, a jobber. They are sold by the latter to a retailer, 
Mr. D, who sells them to consumers. 

While a large quantity of perishables marketed at great 
distance go through substantially the general course 
•described above, there is no uniformity in the methods 
of marketing all perishables. A small percentage of them 
goes directly from producer to consumer, and another small 
proportion is sold by producers to retailers. Some indi- 
vidual growers send their produce to the wholesale market 
without the mediation of the professional country shipper. 
It is of interest to consider briefly the many methods and 
. practices employed in marketing perishables. 

Produce may pass from producer directly to consumer 
in the following ways : (a) by the fanner’s “ peddling ” his 
produce from house to house as the “ street huckster ” does ; 
(b) through municipal or public retail markets ; (c) delivery 
to consumers by express or parcel-post; and, (d) sales to 
factories — such as canning and pickling plants and cider 
■and grape-juice factories.* It is only in cases where pro- 
ducer and consumer are in close proximity to each other 

^ Traced by writer to the wholesale market. 

* U. S Dept, of Ag^ri , Bui, No. 266^ p. 9. 



41 1 ] PRESENT SYSTEM OF MARKETING PERISHABLES 49 

that it is practicable for them to have direct dealings. As 
the markets have become wider and the commerce in the 
goods greater, a smaller and smaller percentage of perish- 
ables passes directly from producer to consumer — probably 
not more than one per cent of the total. The post-office 
department has recehtly waged an extensive campaign ad- 
vocating the use of parcel-post ^o bring together widely- 
separated produce^ and consumers.^ The parcel-post is 
now usfed to some fixtent by farmers in selling to large con- 
sumers, such as hotels, restaurants, etc. However, as we 
§bfill see, .it has very serious limitations as an aid to direct 
marketing. Th|: creameries, canneries, distilleries and fac- 
-‘toriesUre b|coming the most important direct outlet for the 

• producers of milk, grapes, apples, tomatoes, and some other 
■ special* perishablbs — ^this is especially true of the western 

producers.® 

There ^ are a number of perishables which pass from 

• farmers to readers, who, in turn, sell them to local con- 
sumers. This kind of trade is confined principally to coun- 
try towns which depend largely upon nearby farms to sup- 
ply them with fresh produce. Thl^merchant in this case 
saves the fanner from “ peddling ” his goods from house- 
to-house to find a market. Some of the produce which is 
sold in the municipal markets of small cities is bought by 
the vendors (or merchants) directly from farmers and sold 
to consumers.® Many of the ’chain-stores are buying di- 

‘ The Postmaster^General has published several magazine articles ad- 
vocating such use of parcel-post The Department has also pubhshed 
several pamphlets giving directions to producers as to the use of parcel- 
post. The Office of Markets of Dept of Agri. has published bulletins 
on this subject-;-SM/f. Nos, 594, 6zi. 

’ U. S. Dept, of Agri., BAI. No. ^66, p. 12. 

•Carter, J. F., "Public Markets in American Qties,” Report of 
Mayor's Market Commission of New York City, pp. 67-84. 
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rectly from fanners, either by sending their wagons to the 
farms for the goods or having the farmers bring or ship 
them to the store. ^ But, after all, sales to- retail dealers by 
farmers probably amount to less in tlie aggregate than the 
amount sold to consumers directly. 

There are a few large growers, and many farmers’ co- 
operative sales associations which sell directly to the whole- 
sale markets. In other words, tliey do not use the profes- 
sional country shipper to get their goods to the wholesale 
centers. This, as we shall see, is possible only when they 
can ship in large lots and are able to employ expert knowl- 
edge in carrying on the operation. It is recognized by 
those who have given close study to farmers’ cooperative 
sales associations that their greatest usefulness is in the pos- 
sible reduction of the cost of getting goods to the whole- 
sale markets.® Much of the fruits and vegetables of the 
West and not a small part of the perishables of the South 
and East are shipped to the wholesale centers by these as- 
sociations. As the situation stands to-day, less than half 
the fruits and vegetables and less than a fourth of the 
poultry and dairy products which arrive at our great whole- 
sale markets are sent there by individual farmers or farm- 
ers’ cooperative associations ; ® the rest is sent by country 
shippers of various types. 

Below are given the methods employed in marketing par- 
ticular perishables in the United States as described by the 
Department of Agriculture: 

^ King, Lower Living Costs in Cities, p. 94. 

* Powell, C. H., Yearbook 1910, pp. 391-406. 

’Wholesale men in New York City assure the writer that this is an 
over-estimation of the shipments of growers and cooperative assoaa- 
tions. 
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Marketing Butter 

(U. S. Department of Agriculture, Report No. 98, pp. 37-38,) 

More than half of all the butter produced in this country 
is dairy butter. The market for this class of goods is found, 
first, in the grocery stores of the villages and of the smaller 
cities throughout the country ; second, in direct sales to private 
families, hotels, and boarding houses ; and third, through com- 
mission houses. Usually the best of the butter sold to the 
grocery stores is afterwards sold to consumers and the rest is 
shipped to renovated-butter factories, ladling establishments, 
and commission houses, from which it later finds its way to 
the consumers through the retailers. 

Of the v^ious methods of marketing used by creameries it 
is probable that “ sales on contract ” is the most popular. 
Factories using this method have a contract, or at least an 
understanding more or less binding, with one or more firms 
or merchants as to the price they are to receive for the butter. 
This contract price is based on the oflScial quotation of some 
market. Many creamery managers sell on orders direct to 
dealers, both wholesale and retail. Others are still marketing 
through commission houses — ship on consignment — and still 
others have a local or home trade. The wholesale dealers — 
brokers and commission men — and the retailers constitute the 
“ middlemen ; that is, they are the links between the creamer- 
ies and the consumers. 

In the larger cities the wholesale dealers maintain a board of 
trade where butter, cheese, and eggs are sold or offered for 
sale daily. In the main, there is but little difference in the 
management of these boards. They are completely controlled 
by the members who constitute the membership. From time 
to time, rules and regulations for the conduct of business on 
the board are issued, qualities defined and grades established. 
These rules as well as the classifications are changed when- 
ever the interests of the board (the dealers) demand it. The 
producers have no voice whatsoever in anything that transpires 
on these boards. 
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A butter inspector is employed by the board. Whenever 
there is a dispute as to the quality of a shipment of butter or a 
refusal to accept it upon the part of the buyer the inspector 
may be called, and it is then his duty properly to classify the 
goods in accordance with the regulations of the board. Gen- 
erally speaking, however, the board classification is not recog- 
nized in ordinary business transactions, for it is generally 
high in its requirements. It is only when there is some special 
reason for using it, that it is invoked. When practical the 
merchants ignore it when they sell to retailers. Formerly it 
was the custom to quote, or in some way establish, a price each 
day when the board was in session. Generally, a quotation 
committee had this matter in charge. For certain reasons, this 
practice has been abandoned by most of the boards. The 
sales on the board are now in the main relied upon to establish 
the price. As a rule the transactions are small and, although 
bona fide, are in reality merely an expression of the dealers 
as to what they desire the price to be. To this statement there 
may be an exception in the case of held or storage goods. 
But this class of produce is nearly always the property of 
dealers when offered for sale and has long since been paid for, 
while in the case of “ fresh arrivals ” the price established 
affects large quantities of butter which the merchant has not 
yet settled for and which in reality still belong to the producer 
or manufacturer. 

The storing of butter is done chiefly by wholesale dealers. 
As a rule, the largest firms store the greatest amounts. Some 
of them have their private cold storage, while others use the 
public plants. These latter also furnish storage facilities to the 
smaller dealers and speculators. Some of the retailers also 
store butter — enough for the demand for their own trade dur- 
ing winter or the period of greatest scarcity. 

The prevailing prices are given wide publication and the 
farmers or manufacturers who wish to do so can readily learn 
what they are. However, the farmers have no voice or in- 
fluence in the establishment of these prices nor have they any 
means of knowing whether or not the prices quoted are artificial 
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or out of harmony with existing market conditions. An at- 
tempt at cooperative marketing of butter has been made by a 
number of creameries in Minnesota, but so far as is known 
little or no good has come from it. No doubt the difficulties 
in the way of success of such an undertaking are, first, lack 
of business experience, upon the part of the farmers and their 
creamery managers ; second, insufficient capital; third, a natural 
disinclination upon the part of the farmers to cooperate with 
one another. 


Marketing Apples 

(U. S. Department of Agriculture, Report No. 98, pp. 53-54.) 

Probably the largest part of the crop is bought ‘"on tlie 
trees ” delivered on the packing table, or "" f . o, b. cars,” im- 
mediately before or after harvest, by representatives of large 
fruit receivers or brokers and shipped direct to their home 
markets, distributed to jobbers or agents in other market cen- 
ters, or put into cold storage. The next larger portion of the 
crop is shipped by the grower to commission houses in large 
cities. Practically all of this crop, except a very small portion 
from California and some of the Northwestern States, which 
is sold at auction in the larger cities, is disposed of at private 
sales either in the cars, unloaded at terminals of the trans- 
portation companies, or at the receivers’ stores. Last year 
an innovation was introduced by one of the largest brokers in 
New York City, who sold consigned lots of Hudson Valley 
apples in barrels at public auction, and it is understood very 
satisfactory results were obtained, Jobbers and fruit brokers 
were the purchasers at those sales as at the citrus auctions. 

There are several instances of growers disposing of more 
or less of their crops direct to consumers or retailers in near- 
by markets. Such deliveries are usually made by team, and are 
therefore limited in extent of territory covered. Some such 
shipments are by express and local freight on steam or sub- 
urban electric railroads. If, as seems to be probable, the limit 
of weight of parcels-post shipments shall be increased, a large 
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field will be opened to the fruit grower for the shipment of his 
product direct to consumers. 

Marketing Eggs 

(U. S. Department of Agriculture, Report No. 98, pp. 48-49.) 

At the present time tlie common method of marketing eggs 
in the Middle West is, in brief, as follows : The farmer gathers 
his eggs whenever convenient, sometimes each day, sometimes 
two or three times a week. The eggs are brought to the house 
and kept until there is a sufficient number to take to the village 
or until the farmer makes a trip to the village for some other 
purpose and takes the eggs along. . . . These eggs the farmer 
takes to the village store and receives for them a certain price 
per dozen, which is usually given in trade. . . . The merchant 
holds the eggs till he has enough to make a shipment to some 
egg dealer or shipper from whom he gets regular quotations. 
The delay here may be anywhere from two days to a week, or 
even two weeks. . . . After they reach the packing house 
they are assembled in great enough numbers so that more 
attention and care is given their handling, and although the 
eggs go through one or more sets of hands from this point 
before they are placed in storage or reach the consumer the 
deterioration which they undergo is usually not so great pro- 
portionately. 


In a few sections of the country producers sells eggs co- 
operatively. 


In addition to the large output of eggs which enters com- 
merce, there is, of course, a very large trade from the producer 
direct to the consumer. Small poultry keepers and truck 
gardeners are found in all cities at the central markets with 
eggs of their own production. And many of these people do 
a house-to-house business. 
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Marketing Cabbage 

(U, S. Department of Agriculture, Report No. 98, pp. 161-1621^ 

The description given below of marketing cabbage will 
apply equally well to the methods of marketing most vege- 
tables, potatoes and a good many fruits — such as peaches, 
canteloiips and berries. 

Cabbage, like Irish potatoes, must be considered from the 
standpoint of a perishable truck crop and from the standpoint 
of a farm crop. As a truck crop cabbage is very extensively 
grown, but it is almost entirely handled on a consignment- 
shipping basis. It is seldom or never bought in the field unless 
the selling agency maintains a representative in the field who 
buys and ships. The only exception is to be found in the 
association ... in the eastern shore of Virginia, where cab- 
bage, as well as Irish and sweet potatoes, is handled under co- 
operative arrangement. At the present time there are no safe- 
guards to this industry. There is no provision for using a 
surplus when prices are low, and as a resuU losses are not in- 
frequent. 

With the farm crop, which is distributed widely throughout 
the Northern States from Colorado to Maine, the crop is 
handled quite differently. In a few instances growers have 
provided themselves with store-houses in which to hold the 
crop, but as a rule it is marketed direct from the field, loaded 
in cars, and shipped to consuming points chiefly by local buyers, 
who in some instances are provided with large warehouses in 
which a portion of the crop is stored and held for later dis- 
tribution. The result is that the dealer rather than the grower 
reaps the reward of any improvement in the market. In other 
localities the crop is marketed directly from the field at kraut 
factories. This constitutes another type of local sale frequently 
made within the limits of the wagon haul, but sometimes the 
crop is loaded and shipped short distances to the kraut factory. 
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m. COST-FACTORS OF THE MIDDLEMAN SYSTEM 

^h2it does each type or class of middleman receive for 
his work and what are his necessary expenses? What is 
the actual cost of each function or operation which he per- 
forms? Are his profits excessive or is the high cost of 
marketing due to defects in the system? These questions 
can be answered only by investigating the necessary ex- 
penses which each t3q)e of middleman has in carrying on his 
work, and by comparing these with what he receives for his 
work. In analyzing the expenses necessary to the carrying 
on of tile middleman’s operations, we shall approach the 
problem as we would one of cost-of-production in manu- 
facturing or in agriculture. Marketing, after all, is a part 
of production — time and place production — and the cost 
factors are essentially the same. Our method will be to 
start with the goods as they leave the producer (cost of 
raw material) and find the necessary (running and over- 
head) expenses of putting them in the hands of the con- 
sumer (as finished products). 

I. The work of hauling produce from farm to market 
must be performed by the farmer himself or by some mid- 
dleman. If the farmer hauls his own produce to market, 
he must deduct the cost from the price he receives at 
the market in order to arrive at the real “ farm price 
In other words the hauling of farm products from farm 
to the local market is a part of the cost of marketing. In 
cases where middlemen go to- farms to buy goods and carry 
them to market no one could doubt that the hauling consti- 
tutes a part of the cost of marketing. Let us see what part 
this factor plays in making the whole system costly. 

The factors which affect the cost of hauling any unit 
of farm produce from farm to market are: (a) cost of 
team and driver per day; (b) distance to market; (c) con- 



419] present SYSTEM OF MARKETING PERISHABLES 57 

dition of road; (d) size and value of each load; and, (e) 
effect of the haul on the goods themselves. Needless^^fo 
say, these factors vary greatly with sections, seasons, indi- 
viduals, and kind of produce. It is hard to say which of 
the factors is of greatest importance, but certainly, the 
condition of the road is not the least of them. It deter- 
mines in a large measure the size of the load and the dis- 
tance (in time) to market as well as the effect of the haul 
on the goods. The “ good-roads ” enthusiasts are right in 
maintaining that improvement in roads will greatly lessen 
the cost of the farmer’s haul to market. But, after all, the 
other factors are not overshadowed by the good-roads ques- 
tion. 

The average value per day of a farm team and driver is 
about $3.50.^ But most perishables, unlike staples, are 
marketed by farmers at growing seasons when their own 
time and that of their teams is very valuable for purposes 
of agricultural production. So when they stop to make a 
trip to the local market it may cost three dr four times as 
much as it would at some other season. The average load 
for staples is about 2,000 pounds,® but because of their bulki- 
ness the average load for perishables is about 1,000. Then, 
too, on the average, the specific value of perishables is 
lower that that of staples, so a load of perishables is much 
less valuable than one of staples. The average farm-haul 
in the United States is about 6.5 miles,® permitting about 
two trips from farm to market in a day. Because of the 
character of the perishables themselves, and because the 
average farmer provides little protection for them from the 
weather their deterioration during the trip is usually con- 

^ Farmers’ BulleUn No. 672, p. 13. 

’ Ibid., p. 14 
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siderable. In many cases farmers start with perfectly fresh 
and sound fruits and vegetables but expose them to the 
• blazing sun or freezing wind on the road until they are in a 

very bad state when tlie destination is reached. The amount 
of actual decay from this cause cannot be accurately esti- 
mated, but it is much greater than the average man would 
think. 

The best estimates of the cost of hauling perishables to 
market (not including deterioration of goods) are as fol- 
lows: The average cost for hauling all farm produce to 
market is about eleven cents per hundredweight.^ For vege- 
tables and fruits it is about fifteen cents, “ and for dairy 
and poultry products the cost is much more because the 
average load is small. Professor King says, “ It costs as 
much to haul a ton of the average farm product one mile as 
to send it by steam rail 300 to 500 or even 1,000 miles.” * 
While the farni haul costs about ten per cent of the fann 
value of com, it costs not less than twenty per cent of the 
fann value of vegetables and fruits.* So it is clear that a 
very great part of the cost of marketing perishables is due 
to the high cost of getting them from farm to market. In 
a later section we shall discuss the possibilities of reducing 
this cost. 

2. As we have seen, the work of the country shipper is to 
assemble the produce at tlie local shipping point and send 
it in large lots to the wholesale markets. What are his 
necessary expenses ? First, he has his overhead charges of 
capital investment in storage, and office facilities as well as 
wages for himself and permanent assistant. These ex- 

* King, Lower Living Cost in Cities, p. 32. 

’ Philips, S. A., Annals cf Amer. Acad, of Pol. and Soc. Sci., Nov. 
1913, p 21. 

* King, op. cit., p 33. 

* Philips, op. cit , p. 21. 
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penses must be met whether business is good or bad. Sec- 
ond, are the variable or running expenses. The running 
expenses of the local shipper are as follows ; (a) gfrading 
and packing; (b) storing until shipping lots are assem- 
bled; (c) getting a market; (d) shipment; (e) loss from 
deterioration of goods; (f) financing the sales. 

(a) Few farmers know or care anything about grading 
and packing the produce they sell. One dozen eggs is, to 
most of them, equal to any other dozen regardless of dif- 
ferences in age, color, size, or previous state of exposure to 
decay. As a rule, they bring their produce to market with- 
out separating good from bad. So the country shipper is 
forced to grade and pack it before shipping it to the whole- 
sale market. As we shall see later, there is little uniformity 
in either grades or packages sent to the wholesale centers 
by shippers, in spite of the fact that they spend considerable 
money on each shipment in grading and packing. How- 
ever, if they do not grade and pack the produce before ship- 
ping they will receive a much lower price. 

(b) Shippers must provide storage for goods until 
enough is assembled for shipment. For most perishables, 
this necessarily means facilities for pre-cooling and refrig- 
eration. Such requirements involve, not only the overhead 
charges of storage room, but the current expenses of icing 
and manual labor for placing goods in storage and taking 
them out again. Unfortunately, however, few country ship- 
pers have adequate facilities for pre-cooling and refrigera- 
tion. 

(c) The most difficult, if not the most expensive, work 
the shipper performs is that of finding a market for his 
produce. There is to-day no organized market or market- 
news for perishables as there is for staples. Every daily paper 
carries full market news for cotton or wheat, but it is not 
easy to get information in regard to the market for other 
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farm produce. There is no accurate record of receipts of 
perishables in trade centers, and the price quotations are 
known only locally.^ For getting what little information 
there is to be had, a shipper must spend a great deal of 
money on telegrams, telephone calls and night letters.^ It 
often happens that a market will be short on certain produce 
one day and the price will be very high, while the next day 
the receipts of that produce will be so large that the price 
will be very low.® Also, one market may be glutted ” with 
peaches or some other perishable and the prices consequently 
very low, while on the same day these articles may be very 
scarce in another market and price quotations high. On 
this point Farmers^ Bulletm No 266 says, The constant 
fluctuation in market prices make it absolutely necessary 
for the shipper to keep in constant touch with the markets 
by correspondence or otherwise if he expects to receive full 
value for his goods/^ * 

In addition to knowing where to ship his goods, the 
shipper must know who is to receive them. Some one must 
accept the goods at the wholesale center, see that they are 
cared for and disposed of at the best possible prices. So 
the shipper sends his goods to some wholesale merchant 
who buys them outright, or to some broker or commission 
man who will sell them for him. The business correspond- 
ence with these men (and there must be several of them for 
the ordinary shipper, as he will ship to several different 
markets) is no small item of expense and may be counted 
as an important part of the cost of finding a market. 

1 Records of receipts cannot be accurately kept because the produce is 
not shipped in uniform packages 

* The California Fruit Growers’ Exchange spends $75, 000 per year 
for market information (U. S Dept, of Agri., Report No. p5, p 23). 

® See table ii, p. 36. 

^ Supra, p. 3. 
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(d) Transportation is of such importance in the market- 
ing of perishables that we have reserved it for separate dis- 
cussion in this chapter. It is a problem, however, which is 
to be dcEilt with by the shipper. He must decide how he 
will ship the produce (whether by water or rail freight, 
express, or parcel-post), the size of the shipment, whether 
or not it shall go under refrigeration, and similar questions. 
He must also be able to prevent the transportation com- 
panies from discriminating against goods shipped from his 
section. He pays the cost of transportation and his goods 
must compete with those of other shippers who probably 
get cheaper rates. In fact, the country shipper should be 
an expert on questions of shipping. His ability to deal 
with these questions will not only largely determine the cost 
of carrying on his business, but also the soundness and 
value of his goods when they arrive at the wholesale 
markets. 

(e) The next expense which the country shipper must 
undergo is the deterioration of his goods. This loss will 
be in inverse ratio to his ability to find a ready market and 
to ship to that market under the most favorable conditions 
for the safety of the produce. If he is compelled to keep 
his perishables a long time before finding a market, the loss 
from decay will grow even though he has the best means 
of taking care of them. But if they are exposed to the 
weather before they reach the terminal market the loss will 
grow still larger. As a matter of fact, the rejection of per- 
ishables at terminals because of decay is considerable.’- 

(f) The financing of a country shipper’s business is a 
considerable tmdertaking. He generally pays cash to the 
farmer upon the receipt of produce, whereas he rarely re- 
ceives payment for it until after its arrival at the wholesale 

^ In some cases the total shipments are lost, and the loss is not in- 
frequently as much as 30 or 40 per cent. (Farmers' Bulletin No. 267, 
P. 23.) 
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market.^ So his money is invested in each shipment for a 
considerable time (from one to eight weeks). In order to 
finance these operations most shippers are compelled to 
borrow money from banks at a fairly high rate of interest. 
These interest charges must be counted as a part of the 
cost of doing the business. 

After deducting the cost of transportation to the whole- 
sale market the average country shipper handles goods on a 
margin of about 10 per cent ^ — ^that is, he pays the farmer 
90 per cent of what he gets for them after deducting trans- 
portation costs. (The above is only an average. Some 
shippers get a very much larger margin,® and the margins 
on different shipments vary greatly with each shipper.) 
Considering the work, expenses and risks involved in his 
business under the present conditions it is certain that the 
average shipper does not make fat profits. It is only because 
he handles goods in large quantities that he is able to do 
business on such a small margin. 

^ A shipper may sell his produce either at his own shipping point, in 
transit, or at point of destination. When he sells at point of origin 
he may sell for cash out-right from his storehouse and let the buyer 
attend to loading and shipping (the professional shipper rarely does 
this), or he may sell f. o. b. point of origin with or without inspection 
privileges at destination. When this privilege is not given, the shipper 
gets his money upon delivering the goods in car upon track, otherwise 
he does not get his money uiutil the goods arrive at destination and 
are inspected- by the buyer. Where goods are sold in transit the shipper 
does not get the money for his goods until they are received and in- 
spected, and this is also the case when he sells at point of destination. 
So in many cases ithe shipper does not get pay for his goods until sev- 
eral weeks after he has bought them. 

2 King, op, ctU, p. 19. 

® The more highly perishable the produce the greater the margin. 
When goods are handled in small quantities the margin is greater. 
Then some shippers revert to unfair methods occasionally to get the 
produce from the farmer at very low prices in order to increase their 
margins. We shall speak of these unfair practices in another chapter. 
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3. All methods of transportation by water and rail — 
’ freight, express and parcd-post — are used in. shipping per- 
ishables, but some more extensively thsm others. A com- 
parison of their relative advantages will show us why some 
mdhods are preferable to others. 

Water-rates on car-lots of perishables are, on the aver- 
age, about two-thirds those of rail-freight between the same 
two points.’- Nevertheless, it is safe to estimate that not 
more than five per cent of the perishables which arrive at 
the wholesale markets are brought by boat.* The reasons 
for the relatively small use of boat service in transporting 
perishables are: slowness of traffic, control of inland and 
interstate boat service by the railroads, and lack of develop- 
ment of inland water-ways in this country. Water trans- 
portation should play a much larger part in carrying on the 
traffic ill these goods, and it probably will in the future. 

As to whether shippers elect to use freight, express or 
parcel-post depends largely on the size of their shipments. 
The advantages which express and parcel-post possess over 
freight is that they transport small packages in shorter 
time and deliver directly to the receiver. On the other 
hand, freight rates are much cheaper than either express or 
parcel-post, and goods may be sent in much larger quanti- 
ties. Parcel-post is only intended for the shipment of small 
packages — the maximum weight being fifty pounds for first, 
second and third zone and twenty pounds for the eighth 
zone, with a very definite limit on the dimensions of the 
package in each case.* There is no refrigeration connected 
with the service, so perishables will deteriorate greatly if 
shipped long distances by this method. The goods are 

■I U. S. Dept, of Agri., Bulletin No, 74, pp. 32-33. 
pp. 14 -IS- 

® See table of parcel-post rates, p. 74. 



64 MARKETING PERISHABLE FARM PRODUCTS [426 

handled and re-handled so many times that exposure and 
breakage by parcel-post is considerable. But the greatest » 
objection to this means of shipping is the high rate as com- 
pared with freight rates. One or two examples will make 
this apparent. To send 100 pounds of apples by parcel- 
post from Memphis, Tennessee, to St. Louis would cost 
$4.15 and the apples would have to be put in five separate 
packages, whereas, the freight rate would be only 25 cents-^ 
One hundred poimds of eggs sent by parcel-post from Hart- 
ford, Conn., to New York City would cost $1.08, but the 
freight rate is only 35 cents. It is evident that there can be 
no competition between freight and parcel-post for great 
distances even with comparatively small shipments — and 
it would be absurd to think of sending a great quantity by 
parcel-post in several small parcels. So the usefulness of 
parcel-post as a means of transporting goods is very 
limited. (We shall speak later of the limited service it can 
hope to perform.) 

It is hardly necessary to discuss the relative advantages 
of shipping by freight or express. The express rates are, on 
the average, a little higher than those of parcel-post for 
small packages.* But the size of an express package is 
relatively unlimited and the rate per pound becomes less as 
the size of the package is increased so it is generally cheaper 
to send fifty pounds or more by express than by parcel-post. 
Recently express companies have installed refrigeration for 
perishable packages and have reduced the rates on most 
perishable commodities, changes which have caused an in- 
crease of their traffic in these goods.® But, after all, the 

^ Compare freight rates with those of parcel-post given in tables, pp. 

74-75. 

* This is especially true for short hauls. 

* This change was made in order to compete with parcel-post. 
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totah amount of perishables carried by express and parcd- 
* post is insignificant as compared with that transported by 
rail-freight. * Freight gives a much cheaper means of trans- 
portation for long-haul large-lot shipments, aside from its 
ottier advantages over express and parcel-post. 

In order to get the greatest benefit from freight trans- 
portation the shipper must ship in car-lots. The advan- 
tages of the car-lot over the less-than-car-lot shipment are: 
(a) cheaper rates per unit; (b) better protection to the 
produce; (c) diversion of shipment privileges; and, (d) 
inspecting in transit privileges. It will be of interest to 
discuss briefly each of these advantages. 

It is not necessary to say much in regard to the difference 
in rates between car-lot and small-lot shipments. The 
table on page 75 which gives a comparison of these rates 
between selected points speaks strongly enough on this 
point. It will be noticed that the rate per hundred pounds 
on car-lots is, on the average, about two-thirds that on 
the same unit for less-than-car-lots.^ 

Perishables transported in less than car-lots generally 
receive less care while in transit than do car-lot shipments, 
and thus arrive at their destination in a much more de- 
cayed condition. When shipped in small quantities goods 
are often transferred from one car to another while en 
route. This exposes them to varying heat, cold, wind, and 
moisture which cause much deterioraticm. Because of 
these many changes and transfers the small-lot shipments 
are, also, on the road a much longer time than car-lots which 
go straight through in the same car. Again where several 

1 It might be added that a shipper who ships in small quantities finds 
it hard to get wholesale men to handle his produce at the wholesale 
centers at a reasonable cost. The commission man is about the only 
one of them who will handle it, and he charges a commission of about 
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car-lots of the same class of perishables are shipped from 
one section to another the railroads bring all these cars 
together into train loads and send them by fast freight.^ 
But the broken-lots must be sent by slower freight. 

It is very hard for a shipper of small quantities to get 
refrigerated or ventilated car service. The number of 
such cars at the disposal of the transportation companies 
IS limited so that dunng the busy season the car-lot shippers 
press them into service and leave few or none for the small 
shippers. Refrigeration adds from five to ten per cent to the 
cost of transportation, but, with many perishables shipped 
without it, the loss from decay would be several times the 
cost of the refrigeration.^ 

There is no one thing which does more under present 
conditions to equalize supply and demand in the marketing 
of perishables than the “ diversion of shipment ” practiced 
by car-lot shippers. We have noticed that the receipts 
and prices at any one wholesale center vary greatly from 
day to day In fact, the price variations are so great that 
a shipper who sends a car of peaches from Georgia to New 
York to be sold upon arrival is unable to estimate in the 
neighborhood of what the pnce will be when the peaches 
arrive there to be sold, even though he knows definitely the 
New York pnce for peaches the day he ships them. Upon 
such shipments he simply takes a gambler’s risk. It is to 
reduce this risk that the railroads allow the diversion ” 
privilege. Under it a shipper can start his car of peaches, 
apples or any other perishables as a “ tramp car ” in the 
general direction of the great wholesale markets of Wash- 
ington, Baltimore, Pittsburg, Philadelphia, New York, and 

^ Andrews, Annals of Amer. Acad, of Pol. and So£. Sci.^ Nov. 1913, 
pp. 1-9. 

2 Pennington, Mayor's Market Commxssion Report of New York 
City, pp. 252-253. 
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Boston. As his car approaches these centers he will 
keep in touch with it and with the market quotations by 
telegraph and will have it diverted to the market which 
offers the best prices at that particular time. In this way 
a shipper can be certain that his produce will not be sent 
to a market that is already “ glutted 

Very closely related to the diversion-of -shipment practices 
are the “ inspection-in-transit ” privileges given car-lot ship- 
pers. In order to use this privilege a shipper must have 
representatives stationed along the route which his produce 
follows. As the cars pass these points the representative 
enters and inspects their contents and reports by wire to 
the shipper. If the produce is not “ standing up well ” 
(shows signs of rapid deterioration) the shipper will have it 
diverted to the nearest available market and sold. This 
device saves many cars of produce from becoming a loss to 
the shipper and gives the consumer a greater quantity at 
more reasonable prices. But neither inspection in transit 
nor diversion of shipment could be exercised to any great 
extent with less than car-lot shipments. It would be prac- 
tically impossible for a shipper to keep trace of the small 
shipment while in transit, and if he could the inspection and 
telegraph expenses would be too great per unit of produce. 
It would be too much trouble and expense for the railroads 
to grant diversion privileges on small-lots. 

There is no factor which is more variable in the cost of 
marketing perishables than that of transportation. It 
ranges from 50 to 60 per cent of what the consumer pays 
for the goods down to 2 or 3 per cent. Its cost per unit 
of produce depends on the kind and character of the com- 
modities, the distance shipped, the kind of transportation 
used, the quantity of each shipment, and the care given 


* U S. Dept, of Agri., Report No. pS, p. 16. 
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the goods while in transit It is probable that the cost of 
transportation (not including decay while en route) will 
average 6 to 10 per cent of the retail price of the goods/ 
— this would add from 10 to 15 cents to the shipper’s price, 
— ^which are shipped by freight. Those shipped by parcel- 
post and express, must cost 20 to 30 per cent of consumers’ 
price. As the great majority of perishables are sent by 
freight (and probably one-half of the freight is car-lots)* 
the average cost of transporting perishables is around 12 
per cent of consumers’ price — or about 20 per cent of the 
shipper’s price.® 

4. It is not necessary for us to analyze the work and ex- 
penses of wholesale dealers as minutely as we did those of 
country shippers. In a general way these two types of 
middlemen have the same kind of expenses. Both coimtry 
shipper and wholesale dealer have similar overhead charges 
— capital investment in warehouses, office facilities and 
fixed charges of office force or help. Their running ex- 
penses are also of the same general character — grading, 
packing, storing, finding a market, cartage, losses from 
decay, and financing. It will be of interest, however, to 
examine briefly the difference between the work and ex- 
penses of brokers, commission men, car-lot dealers, and 
jobbers in the wholesale business. 

As we have seen, the broker never has possession of, or 
gains control of, the produce he sells, but acts as an agent 
to bring together buyer and sdler just as a stock broker 
does in the stock market Acting in this capacity he has 
no expenses of carting or storing the produce or any other 

Andrews, Mayor's Market Commission Report of New York City, 
p. 120. 

’ Andrews, Annals of Amer. Acad, of Pol, and Soc, Sci., p. $. 

’ Both Weld and King estimate the cost to be a little less. See Weld’s 
article in 1914 Proceedings of American Economic Association, and 
King’s Lower Living Cost in Cities, p. 20. 
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running expense except that of finding a market His over- 
head expenses need not consist of more than office room with 
telephone service and his own wage of management Brok- 
ers rarely handle produce in less than car-lots/ so their ex- 
pense per unit of produce handled is very small. For thdr 
services they charge from two to five per cent on the gross 
sales after deducting transportation charges. 

Shippers consign goods to commission men who, unlike 
brokers, make the sales in their own names without con- 
sulting the shipper (however, if they receive specific in- 
structions from the shipper they are compdled to obey 
them).* Commission men accq>t less-than-car-lots as well 
as car-lots. They often store received goods for a better 
market, and not infrequently they re-grade and re-pack 
them. All expenses of storage, refrigeration, re-grading 
and re-packing are charged up to the shipper when' the com- 
mission man makes his “ account sales ” to the shipper, 
nevertheless, the time and trouble of seeing that the goods 
are so cared for is an overhead expense to the conunission 
merchant. Sales are made to car-lot dealers, jobbers or 
to retailers — on the average he sdls in much smaller quan- 
tities than do brokers. Though the capital investment of 
the commission man is not necessarily much greater than 
that of the broker, his e:jq>enses of doing business per unit 
of produce are much greater, because he handles goods in 
much smaller quantities and accepts more responsibilities 
in disposing of them. After deducting freight, storage and 
other direct charges on the goods he generally receives a 
commission of ten per cent * on sales. 

• Farmers^ Bulletin No, 267, p. 14. 

^Ibid., p. 18. 

• Ten per cent for fruits and v^etables and five per cent for butter, 
cheese, eggs and poultry. (Urner, Annals of Amer, Acad, of Pol, and 
Soc. Sci., Nov. 1913, p. 70. 
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The car-lot dealer, like the retailer, buys goods with the 
e:!q>ectation of selling them again at a higher price — ^the 
difference between the two is that the former buys and 
sells in large units, and the latter in small units. In order 
to carry on his business the car-lot dealer must have a 
considerable capital investment; he must provide storage, 
refrigeration and packing rooms aside from office facilities 
and cash for investment in goods. His running expenses 
are somewhat as follows : cartage from car to storage house, 
re-packing and re-grading, finding a market, delivery of the 
goods in quantities sold, losses from decay and crediting 
the buyer. Under present terminal facilities and location 
of warehouse the cartage expense is very great for the 
average shipment of perishables.^ Because of the absolute 
lack of uniformity in size, weight and grade of packages 
sent to the wholesale centers to-day, and of the decay of 
the produce while in transit and after it reaches the terminal, 
the re-grading and re-packing carried on' by wholesale deal- 
ers adds considerably to the cost of doing business.* Find- 
ing a favorable market is no small work for the car-lot 
dealer. He sdls in broken lots to jobbers and retailers, 
so the number of customers he has is considerable. In 
order to dispose of his produce to the best advantage he 
often' has to keep it on hand a considerable time — ^this is 
especially true when the market is glutted. When sales 

1 Mayor’s Market Commission Report of New York City, p. 17. 

* As it is to-day, each section of the country, and almost each shipper, 
has a difiEerent sized package and different standards of grades. Each 
fruit and vegetable (apples excepted) now enters the wholesale mar- 
kets packed in from 3 to ■25 different sized containers, to say nothing of 
the diversity of grades. The retail trade demands some standardization 
in both grade and package, consequently the produce must be re-graded 
and re-packed in the wholesale markets. ('SeeLippman, Mayor’s Market 
Commission Report of New York City, pp. 139-145.) 'We shall speak 
later of the possibilities of standardizing these grades and packages. 
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are made, the breaking-up of the car-lots and delivering 
the goods in small quantities witails a good deal of physical 
work for each car. The car-lot dealer’s losses from decay 
and from poor grades are considerable. Again he often 
sells to jobbers and retailers on a credit which further 
increases his expenses of doing business. So, considering 
all his work, the car-lot dealer’s total expenses are con- 
siderable. But, after all, the expense per unit of goods he 
handles is surprisingly low — he sells on an average margin 
of from five to seven per cent.^ He is enabled to handle 
goods on such a small margin only because he handles them 
in such large quantities. 

The jobber also buys goods outright with an expectation 
of selling them at an advance in price, and his work is no 
less complicated than that of the car-lot dealer. He buys 
“ broken-lots ” of all kinds of perishables from the latter 
or from commission men and sells them immediatdy to 
retailers, hotels and restaurants. In performing this work 
he occasionally re-grades and re-packs in order to suit the 
taste of his various customers. His expense of finding a 
market is rather high per unit of produce, for, in many 
cases, business is gotten by sending “ drummers ” into the 
retail field. He often gives the buyer from thirty to sixty 
days credit and thus subjects himself to losses from bad 
debts. His capital investment in goods and in storage facili- 
ties is not necessarily larger, as he often has goods sold 
before he has actually bought them. So his “ turn-over ” of 
capital is rapid. He does business on about a five per cent 
margin. 

As has been' stated, few goods which pass through the 
wholesale market are handled by all four classes of whole- 
sale dealers — it sddom happens that more than three handle 


‘ Estimated by writer from conversation with car-lot dealers. 



72 MARKETING PERISHABLE FARM PRODUCTS [434 

any one particular commodity. Taken, as a whole, the 
prices of perishables are increased about ten per cent as they 
pass through the wholesale market to the retailer.^ 

The retailing is the most expensive part of marketing 
perishables. It is shown in Tables VI and VII ® that the 
retailer does business on about a forty-five per cent margin, 
which is greater than the combined cost of getting the pro- 
duce from farmer to retailer. The work of the retailer is so 
well known and has been so excellently discussed by Pro- 
fessor Paul H. Neystrom in his recent book on The Econo- 
mics of Reiailinff that it is unnecessary to give a detailed 
discussion here. In another section of this work, we shall 
suggest needed reforms in the retailing business. 

IV. DISTINCTION BETWEEN MIDDLEMAN MACHINERY AND 
ITS OPERATORS 

As contradictory as it may seem at first, marketing perish- 
ables through the middleman machinery does not necessarily 
depend cm the employm«it of private middlemen to carry on 
the work purely for their own personal benefit or profit. 
In running the “ machinery ” fanners’ cooperative market- 
ing associations may, and at present in some cases do, take 
over the work ordinanly performed by private country ship- 
pers of assembling the goods and shipping them to the 
wholesale market.* It is conceivable that municipal whole- 
sale markets could take over the wholesale machinery and 
do the work which is now practically universally performed 
in the United States by private wholesale dealers. In the 
European countries the municipalities do perform a con- 
siderable proportion of this work.* The retailing part of 
the machinery might be carried on by consumers’ cooperative 

1 King, Lower Living Cost in Cities, p. so. * Pp. 41-43. 

* Coulter, Cooperation among Farmers, 

* Mayor's Market Commission Report of New York City, p. 85. 
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stores, or by municipal retail markets, rather than by private 
retailers. In England, consumers’ cooperative stores have 
taken up this work on an extensive scale,^ and on the con- 
tinent of Europe retail municipal markets are important 
agencies in carrying on this work.® It is further conceiv- 
able that the whole machinery of the system could, under 
socialism, be taken over by the National Government and 
run as the Post Office is now run. What we call the 
middleman machinery is the machinery for, and methods 
of, assembling goods at the shipping point, shipping them 
to wholesale markets, distributing them in wholesale markets 
to retailers, and from retailers to consumers. In short, the 
middleman machinery is the methods of getting goods from 
producers to consumers, not the agents which perform these 
functions. The agents may be changed from private in- 
dividuals to corporations, to cooperative associations, to 
governments or to divisions of governments and the ma- 
chinery in its essential points remain the same. T^e word 
“ middleman ” has been applied to this particular machinery 
because it was organized by private traders who were known 
by that name. 

So in discussing the middleman system of marketing 
perishables there are two fundamental questions with which 
we have to deal. First, what are the inherent strong and 
weak features of the middleman machinery? Second, who 
should run the machinery — ^private middlemen, cooperative 
associations, the government, or all — and what regulations 
should be thrown around the operators? The practical de- 
tailed workings of the system are so affected by the char- 
acter and type of the operators that it is not possible to 
disregard entirely the second question in discussing the first. 

1 Sen. Doc. No. 214, 63d Cong., 1st ses., pp. 773-8i. 

* King, p. 122. 
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Parcel Post Rates in the United States 
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Zones— Parcel Post Guide and Maps, — For parcel 
post purposes the Uzuted States is divided into units of 
area thirty minutes square. To ascertain in which zone 
a post office is located from the office of mailing, a 
parcel post guide, costing 55 cents, and map, costing 20 
cents, are jomtly used. The guide applies to all offices, 
but a separate map is required for each unit. A zone 
key is furnished with the guide for use in the units of 
area m which some of the largest post offices are located, 
and makes the map for those units unnecessary. The 
guide and maps may be purchased by sending a money 
order to the Third Assistant Postmaster General, Wash- 
ington, O. C. Stamps are not accepted. 



CAJJ.OAD AM) LESS-THAN-CARLOAD SHIPMENTS COMPARED IN COST OF FREIGHT 
(Refngentioii charges are not included m the rates quoted here) 


437] 


PRESENT SYSTEM OF MARKETING PERISHABLES 


75 


a 

S 


el 

Pej 


«g 


at 

o 


*a 

t:) 


4 ) 

P 

9 s' 

m 8 


s 

I 


I 

na 


M »oo 00 ^ 

CO M ro 

M M ei M N 




& 


\o 

& 

4 > 

o 

8 

pq 




8 8 8 8 S18 

CO CO CO CO CO ^ 


tx 


ol 

>H gjfld 




New Yc 

Buffalo, 

1 'Boston. 


-§ 

s 1 

£ K 

bA ; bi) : 

•| :‘l ; 



'§) : 3) ; 



'd 

Jgi§ 

S t-E b. 

f B 

1 ti 


1 .S 1 .9 ns^ 

^ O @ O w u 


S'* 


n. o o o .0 

” ta ^ 


I’ 

c/] 


I 1 -i-i 

I I 


0) ~ 
OiP^ 


a 

l§ 

B| 
gig 

^ ll 


§ 


fi 

§g 




&& 
d'.a 

rd pC 
bu 


'ifONCIOOQOpQ^tn 
^ OS O « 00 CO 

M M IH M M CON N M M N 


CO CO 

-l-T 


00 O Nvo OsO tnioo t-'OO 
coiot^qs 


rM3Q N IH N lOSO Os so 
-^^\q so lovq CO cp CO 


■§ 

§ 5 SS 5 S 5 SSSS 

o 

Os 



8» = 




K « c o' 

a & Soafc.’i'i b-i -2 2 

I i iajss|i5 s I iiislii 

O o OOQ U P^ PhcSopMS WCO 


From p, 30 of Report no. 98 of the U. S. Department of Agricultures 



I 

I 


CHAPTER III 

Why the System is a Burden to Society 


I 


It was pointed out in Chapter I that the social costs con- 
nected with the marketing of perishables are to be foimd in 
the great fluctuation in prices, wide margins between prices 
in different sections, losses from decay of the goods, and 
the great average difference between what farmers receive 
per unit and what consumers pay per unit for the same pro- 
ducts. The problem before us now is to determine why 
these factors are so large. In other words, we must locate 
the specific economic forces which will have to be dealt 
with in bringing about a constructive reform of marketing 
methods and practices. 

I. REASONS FOR WIDE FLUCTUATIONS IN PRICES IN EACH 

MARKET 

The same fundamental economic forces govern the prices 
of perishables that govern the prices of all other commodi- 
ties. So, in order to understand fully the extraordinarily 
great changes in the prices of perishables in a particular 
market it is first necessary for us to get clearly in mind the 
fundamental forces which control the prices of any com- 
modity or all commodities. 

A. The Fundamental Economic Forces Which Regulate 

Prices 

The price of a commodity in a particular market is con- 
trolled by two great forces. One of these forces originates 
on the side of supply, the other on that of demand. On 
the supply side the price-controlling force is the physical 
76 [438 
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supply offered the market within the period considered. 
On the demand side it is the market schedule of demand 
prices,^ A change in either of these forces will aflfect the 


^At any one time each buyer has a schedule of demand prices for 
each good desired by him, E, g,f A's schedule of demand prices for 
his week's supply of apples may be r^resented as follows: he would 
buy one-fourth of a dozen if he had to give 20 cents per dozen ; three- 
fourths of a dozen at 15 cents per dozen ; two dozen at 10 cents ; three 
dozen at 6 cents ; four dozen at 5 cents ; and not more than four dozen 
no matter how much lower the price might go. No matter what the 
price of apples may be, this is his purchase schedule for them, and he 
will not change his schedule because of a change in the price — though 
a change in the price will cause him to purchase a greater or a smaller 
amount according to this relatively fixed Schedule of Demand Prices. 
So an individual’s Schedule of Demand Pnces for a particular good is 
the number of its units he would buy in a given length of time (a 
week, a month, or a year) at different prices per umt It is not the 
price he would pay for an additional unit of the good at a particular 
time; it is the average number of units of the good he would’ buy 
during each successive unit of time at each price in a scale of prices; 
it is the size of the continuous stream he is willing to take at different 
prices. 

The number of units of a commodity which a buyer actually takes 
in a given length of time at a particular price shows exactly what his 
demand is at that price, but it does not show what his demand would 
be at any other price. What the demand would be at other prices is 
seldom consciously present in his own mind, but it may be approxi- 
mately estimated from a knowledge of his habits and customs. A dor- 
mant, or potential, demand at a particular price becomes actively con- 
scious, or effective, only when the market price changes to coincide 
with that particular price. It is conceivable that by a systematic shift- 
ing of the price of an article through a scale of prices a buyer's whole 
schedule of demand pnces for that article could be secured by re- 
cording the amount which he bought in a given length of time at each 
price. But, as we shall see, a buyer's schedule of demand prices for 
each article constantly undergoes changes, so the record of past de- 
mands at different prices will not necessarily give the present schedule 
of demand prices for it So, even though an individuaUe schedule of 
demand prices for an article were a very definite factor in every detail, 
it could not be quantitatively measured with absolute accuracy, because 
it exists as a potential force. 

If the sums of the amount of the good which each buyer will take 
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price, and, as we shall attempt to point out, they are the 
only forces which regulate the pnce. But before discussing 
how the physical supply offered the market and the market 
schedule of demand prices for a commodity regulate its 
price, let us first see how they themselves may be affected. 

The physical supply of a good offered a market at a par- 
ticular time may be changed by one of several factors, the 
principal ones of which are : the relation of the prevailing 
price per unit to the cost of production per unit; the nature 
and the character of the good; seasonal variation in pro- 
duction , and abundance or lack of information in regard to 
other markets. If the price is such as to offer producers 
great profits they will be tempted to increase their produc- 
tion for the market and thus increase the physical supply, 
or if the price offers no profit on production many of them 
will decrease their output and thus decrease the physical 
supply offered Again, it may be that tlie peculiar character 
of the goods (perishable or subject to style changes) is 
such that the sellers are not able to hold a part of the 
physical quantity of the goods off the market even though 
the price does not suit them, so that the physical supply 
offered the market always varies directly with the produc- 
tion of the good. Seasonal variation in production (even 
though the goods are not subject to deterioration) may 
have a great deal to do with a change in the physical supply 
offered the market. During the season when production is 

at a definite pnce coaid be obtained, it would give the market demand 
at that price, and so, by going through the whole scale of prices and 
adding the quantities all buyers will take at each, we would get the 
Market Schedule of Demand Prices for that market. Though the de- 
mand of each buyer at each price is a definite factor, the sum of their 
demands cannot be definitely stated because, as we have shown, the 
demand of each buyer at each price exists only vrithin the buyers. 
Even though the market schedule of demand prices cannot be meas- 
ured accurately, it is at any one time a definite force. 
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heaviest a larger physical supply will *be thrown on the 
market because many producers will not want to “ hold ”, 
or can not hold the goods (for financial reasons). As the 
physical output becomes smaller t^ amount offered the 
market will also become smaller. Lack of information con- 
cerning prices in other markets, or, perhaps, the gaining of 
such information will sometimes cause sellers in a particu- 
lar market to change the physical supply they are offering to 
that market; for if they find they can get more by trans- 
ferring some of their goods to those other markets they 
will do so. 

As a market’s schedule of demand prices is dependent 
upon the schedule of demand prices of the individual buyers 
in the market anything which affects the individual buyer’s 
schedule will affect the market schedule. The individual’s 
schedule of demand prices for a particular commodity may 
be changed by any of the following factors: a change in 
money income; a change in the prices of other goods 
bought; or changes in customs and habits which affect his 
desire for the goods. 

When a decrease in the money income of an individual 
occurs (granting that the prices of the goods he is buying 
remain the same) it will become necessary for him to buy 
fewer units of all goods, or a very much smaller number of 
units of one or more particular goods. If the particular 
good we have in mind is less of a necessity to him than 
any of the other goods which he is bu3ring at that time he 
will greatly decrease his demand prices for that good^ — 
in short, he will buy a smaller quantity at the prevailing 
price. If this same thing happens to a great number of 
buyers the total amount of that product which will be sold 

1 Because a smaller physical supply of it would not increase his 
marginal utility for additional units of it as much as his marginal 
utility for other goods would be increased by a smaller supply of them. 
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at the prevailing price will be greatly reduced; in other 
words, the market schedule of demand prices will be re- 
duced. On the other hand, an increase in the buyers’ money 
income will have theopposite effect on the demand prices 
for this good. 

Granting that the price of Aj the particular commodity 
which we have in mind, remains the same, a change in thfe 
prices of other goods (B, C, and U) taken by buyers will 
affect their demand prices for A. An increase in the prices 
of Bj C, or D (if they are necessities) will cause the buyer 
to spend a greater proportion of his money for them and 
leave less to spend for A (if it is a luxury). Thus, his de- 
mand prices for A are decreased. On the other hand, an 
increase in the prices oi Bj C, or D (if they are luxuries) 
may cause tlie individual to spend less of his income for 
them and consequently have more to spend for A — which 
is another way of saying that his demand prices for A rise. 
What is true of one buyer will probably be true of several 
buyers, so that a change in the prices of other commodities 
will affect the market schedule of demand prices for the 
particular good we have in mind — ^though a change in its 
own price will not affect the market schedule of demand 
prices for it. 

A change in the habits and customs of an individual 
which affects his desire for a particular commodity will 
alter his schedule of demand prices for that commodity. 
If for social or psychological reasons he increases his desire 
for a certain number of units of the commodity in a given 
length of time he will consequently raise his demand prices 
for it. If his habits and desires change so that he decreases 
his want for it he accordingly decreases his demand prices. 
Any change in the fashions will illustrate this point. 

No matter what factor brings about a change in the 
market schedule of demand prices for a good in a particu- 
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lar market, the change will aifect the price of that commo- 
•dity. If this schedule rises, the price will, likewise go up 
(granting that there is not a corresp^ding increase in the 
physical supply offered the m^ket^ This will be true 
because the amount of tljie good that buyers wotdd take at 
the then prevailing price with their higher schedules of 
demand prices wiU more than equal the physical supply of- 
fered. As the physical supply begins to be reduced sellers 
will realize that buyers have increased their schedules of 
demand prices for the good, and they will accordingly raise 
the price. The theoretical limit to the rise would be the 
point in the market schedule of demand prices that would 
equal the physical supply offered, but the price may actually 
go higher than this, because sdlers may put it high enough 
to prevent a complete exhaustion of the physical stock on 
hand. A fall in the market schedule of demand prices for 
the good would lower its price, because then buyers would 
not take as large a proportion of the physical supply as 
formerly. In order to get rid of their surplus goods com- 
petition between sellers would tend to make them lower 
their price-offers. 

An increase in the physical supply offered the market 
■will tend to reduce the price of the good; buyers are already 
taking as large quantities as their demands, at the pre- 
vailing price, will permit; a surplus will accumulate on the 
market, and, in order to get rid of, or reduce, this surplus, 
competition between sellers will again cause them to lower 
their price. The limit to the reduction in the price is con- 
trolled by two factors. First, the price will never go lower 
than the point where the demand price of the market will 
take the total physical supply available to the market — ^we 
have seen that it would seldom, if ever, reach that point. 
There is another important factor, called seller^ reservation 
prices, which tends to uphold falling prices. The seller’s 
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reservation price is the price at which he will refuse to 
put his goods on the market. The point at which sellers 
will fix their reservation prices will depend upon the char- 
acter of the good (whether or not it deteriorates from 
being held off the market), the financial strength of the 
sellers (ability to hold), the cost of storage, and the sellers’ 
estimation of the trend of future prices. So the reservation 
prices of some goods are necessarily very low and of others 
very high. In the case of low reservation prices, an in- 
crease in available physical supply will tend to reduce the 
price to the point where the market-demand price equals 
the physical supply available. But if the available physical 
supply happens to be greater than the maximum amount 
which will be taken by the market at the lowest prices 
(according to the market schedule of demand prices) there 
will be no limit to the fall in the price — this is called a 
“ glut 

A reduction in the physical supply will have the opposite 
effect on the price — ^that is, will tend to raise it. Buyers 
will want to get the same stream of goods at the prevail- 
ing price and many of them will succeed in doing so at 
first. This will further decrease the physical supply avail- 
able to the other buyers, who also want their accustomed 
stream of goods at the prevailing price. The sellers, per- 
ceiving this shortage of physical supply in relation to the 
demand prices of buyers, will raise the price per unit. We 
have already discussed the theoretical limit to the rise in 
the price in case of a discrepancy between the physical 
supply and the demand prices of buyers. 

So the price of an article in a particular market con- 
stantly tends toward a point in the market schedule of de- 
mand at which the amount bought equals the total physical 
supply available for the market. Any change in the market 
schedule of demand prices for the article, or any change in 
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the physical supply offered the market will influence the 
price. Unless one or the other of these factors does change 
there will be no fluctuation, in the price. 


B. How These Forces Regulate the Prices of Perishables 

That the physical supply of perishables thrown on each 
market varies greatly from season to season is too well 
known to require much discussion. Table II ^ shows that 
the New York wholesale market received a greater total 
quantity of eggs in the four months of March, April, May 
and June of 1914 than in all the other eight months of the 
year. The receipts of butter in the summer months of 
June, July and August were nearly as great as the total 
receipts for the remainder of the twelve months. If it 
were possible to get the figures for fruits and vegetables 
they would show that the receipts for the summer months 
are even greater proportionately than for butter and eggs. 
The seasonal variation in the receipts of perishables in the 
New York market, as shown above, is very great; the var- 
iation in the receipts of smaller towns and cities is rela- 
tivdy much larger than for New York, because New York 
gets perishables from a much wider market than do the 
smaller cities. 

If we study the changes in the physical supply received 
by any wholesale market from day to day or from week to 
week, we find that they are far greater than are the seasonal 
changes. It is not uncommon for the receipts on one day 
of a particular perishable in the New York market to be 
ten times larger than they were the preceding day.® And 
it often happens that two or three times as much fruit or 
vegetables will be received one week as in the preceding or 


1 Cf. supra, p. 36. 

* See the current issues of the New York Pnce-Current Sheet, 
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succeeding weeks. Again^ this short-time fluctuation in 
physical supply in New York City is not as great relatively 
as it is for the smaller cities because the former receives a 
large enough quantity for the law of averages to make it 
more constant. 

The seasonal changes in the physical supply received by 
each market are due largely to the following causes: (a) 
the seasonal production of the goods; (b) their natural per- 
ishableness. 

(a) As matters stand to-day, the harvesting (or produc- 
tion) of each perishable either lasts only a part of the year 
or is much greater in some months than in others. Of 
course, the harvesting season for fruits and vegetables in 
any one section lasts only a few months — for strawberries 
the season is measured by weeks, but for peaches and beans 
it is longer. Because of our large area in the United 
States, the harvesting season for each widely-grown pro- 
duct is very much longer for the country as a whole than 
for any one particular section, so there is a new supply of 
some products for the general market over quite a long 
period of time — the potato harvest illustrates this point. 
But, notwithstanding the wide area over which many per- 
ishables are now produced, a far larger proportion of them 
is harvested from May to October than in the winter 
months. This is true of dairy and poultry products as well 
as of fruits and vegetables. 

(b) Because they are subject to rapid decay, perishables 
are sent to the primary and wholesale markets as soon as 
possible after they are harvested. And, for the same rea- 
son, these markets generally offer them as quickly to the 
retail markets. Wheat, cotton and other staples are ordi- 
narily sold by farmers pretty soon after they are produced, 
just as perishables are — ^but because staples do not deter- 
iorate from one harvesting season to another the men who 
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buy them from farmers (middlemen) do not immediately 
offer the total supply to the market, but hold a large part 
of it in reserve, anticipating a shorter future supply and 
higher prices. The risk of holding perishables for a con- 
siderable length of time is too great for middlemen, so they 
offer whatever supply of the goods they may have at any 
time at the prevailing price. Consequently, the physical 
supply of perishables offered the primary, wholesale and 
retail markets varies according to the harvesting season. 

The short-time (daily and weekly) variations in the 
physical supply offered different markets is primarily due 
to the lack of accurate market information on the part of 
sellers. In the busy shipping seasons we often have the 
situation where one wholesale market will be getting extra- 
ordinarily large shipments of certain fruits or vegetables 
while at the same time other wholesale markets, just as 
close to the shippers, will be receiving an exceedingly small 
quantity of the same kind of fruits and vegetables. This 
is due to the fact that shippers who are sending to the 
glutted market have little or no information in regard to 
the quantities of goods which are being shipped to either 
of these markets. In other words, there is no market in- 
formation for this class of goods as there is for staples. 
Whatever information shippers get as to daily receipts, 
prices, etc., in the different markets is not only very inac- 
curate, but exceedingly costly as well. So most perishables 
are shipped to wholesale markets on faith or by guess. 

When bu3dng in wholesale markets the retailer's demand 
prices are regulated by his estimation of the demand prices 
of his customers. The wholesaler’s demand prices are in 
turn determined by his estimation of the demand-price 
schedules of retailers. In other words, the schedule of de- 
mand prices of each middleman is determined by his esti- 
mate of the demand prices of those to whom he expects to 
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sell the goods, and, in the last analysis, all demand-price 
schedules are based on those of the consumers. 

Consumers’ schedules of demand prices for perishables 
are relatively stable because the goods are food necessities 
and as such are the last goods to be affected by a change 
in the money income of consumers. For the same reason, a 
change in the prices of other goods will have little weight 
in influencing the consumers’ demand prices for perish- 
ables, and a change in the habits of consumers is not likely 
to affect their demand prices for these goods. Therefore, 
consumers’ schedules of demand prices for perishables as a 
class change very little. 

But because of the opportunity for substitution between 
different commodities in this class of goods, a change in the 
price of one is very likely to upset the old schedule of de- 
mand prices for another. For example, if the price of 
oranges goes down the consumer may decide to buy a 
larger quantity of oranges instead of grapefruit (which 
remain at the same price) . If cabbage goes up in price and 
beans do not, he may decide to buy a much larger quantity 
of beans to take the place of cabbage. On the other hand, 
if peaches go down in price the consumer may buy a much 
larger quantity of them and a smaller quantity of oranges 
which remain at the same price. The range of substitution 
between the various perishables is very great ; but this factor 
may easily be overestimated as a disturber of the con- 
sumer’s schedule of demand prices for the commodities as 
a class. Even the substitution between the different pro- 
ducts in the class is limited by the desire for variety of 
flavors. 

It is, then, changes in the physical supply available for 
the market and not changes in the market schedule of de- 
mand prices which is the primary cause of the great fluc- 
tuations in the prices of perishables. But why are the flue- 
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tuations so great and violent as they are? Of course, the 
principal reason is that sellers cannot have very ddinite 
reservation prices for these goods. When the physical sup- 
ply in a market increases, sellers reduce their prices in 
order to get rid of the surplus goods on their hands. They 
cannot hold these goods off the market because the price 
does not suit them, but must continue to offer them at 
lower and lower prices until the price reaches the point in 
the market schedule of demand prices when the current pur- 
chases about equal the physical supply. 

The character of consumers’ schedules of demand prices 
for this class of goods must be taken into consideration in 
order to understand fully the cause of the extreme fluctua- 
tions. With perishables there is relatively little difference 
between the quantity (number of units of the goods) which 
will be taken at high or low prices per unit. For example, 
if cabbage are selling at 9c per pound a consumer may take 
seven pounds per week ; and at 6c he will take eight poimds ; 
at 4c he might buy nine pounds, but he would hardly buy 
more than this even at J 4 c per pound. In other words, 
after a certain low price is reached consumers will buy 
enough of the good to satisfy all their desire for it and 
will want no more at any price. This, of course, is due to 
the fact that the satisfaction of the appetite is a prime neces- 
sity and after the amount needed fully to satisfy it is secured 
additional units of the good have no value. And, because 
the satisfaction of the appetite is a primary want, the con- 
sumer will buy nearly enough goods to satisfy it fully 
even at very high prices.^ 

1 When prices of perishables are low some urban housewives buy 
more than their families can immediately consume, and use this surplus 
for canning and preserving. This practice, of course, tends to increase 
the quantities purchased at low prices, but domestic canning and pre- 
serving is not carried on to a very great extent by city families, and is 
therefore a limited factor in increasing the physical quantities which 
would be purchased in the market at lower prices. 
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That retailers recognize this peculiarity of consumers’ 
schedules of demand prices for perishables is shown 
by the fact that they rarely reduce their prices below 
the point where consumers will buy the maximiun quanti- 
ties no matter how low the price might be in the wholesale 
market. On the other hand, because of the idea of “ just 
prices ” in the minds of consumers, retailers are restrained 
from raising their prices very much even when wholesale 
prices are highest. Rather than raise their prices to very 
high points and so get the ill-will of their consumers they 
often sell below prevailing wholesale prices or refuse alto- 
gether to handle the perishables. So, for these reasons, we 
have slight changes in retail prices as compared with the 
relatively very great changes in wholesale prices. 

The customs and practices of retailers intensify the price 
fluctuations in the wholesale markets. When the physical 
quantity in the wholesale market increases, wholesale deal- 
ers reduce their prices to get rid of the surplus. But this 
induces retailers to increase the physical quantity of their 
purchases very little (because they can only slightly increase 
the physical quantity of their sales by lower price-offers). 
The wholesalers cannot have a reserve price; so they must 
make further reductions. Still the surplus is not taken by 
retailers; so the wholesale prices go down until much 
of the produce cannot be sold at any price. On the 
other hand, when the physical quantity in the wholesale 
market becomes very small, prices jump to a very high 
point because retailers will continue to buy about the same 
physical quantity at higher and higher prices as long as 
there is a margin between the wholesale prices and the 
maximum prices they will charge consumers. Of course, 
the prices that shippers and farmers will receive fluctuate in 
direct ratio with the changes in wholesale prices. 
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U. SECTIONAL MARGINS IN PRICES : CAUSES 

The fact that the farm price of tomatoes in Delaware 
was 29c per bushel and in Georgia $1.25 per bushel on the 
same day ^ may have been due to either or both of two 
factors: The Georgia growers or shippers may have been 
able to find. a market (or markets) which the Delaware 
growers or shippers were unable to find. Or, because of 
peculiar circumstances, the cost of getting the Georgia 
tomatoes from farmers to the consumers may have been’ 
much less than the cost of marketing the Delaware tomatoes. 

(a) In our discussion of price fluctuations we saw that, 
because of the lack of market information, it often happens 
that many sellers do not ship to markets which are in great 
need of the goods they have to sell, but instead ship to other 
markets which do not demand their goods. This lack of 
market information is so complete that sometimes all the 
shippers of a particular product in a whole state fail to find 
the best markets, but send to glutted ones instead. It is 
certain that much of the sectional differences in prices of 
particular products at any time is due to this fact, and it 
is very likely that it was a large factor in accounting for 
the difference between the prices of tomatoes in Georgia 
and Delaware. In so far as sectional differences in prices 
are due to lack of market information they are a part of 
the phenomena of short-time price fluctuations. 

(b) There is no doubt that this margin between the farm- 
price of tomatoes in the two states referred to above ex- 
isted partly because the products of Georgia growers could 
be marketed more cheaply than could those of the Ddaware 
growers. Very likely the Georgia tomatoes, on the aver- 
age, were marketed more directly than those of Delaware — 
they passed through the hands of a fewer number of mid- 


1 See table iv, p. 39 . 
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dlemen and so there was less difference between what the 
producers received and what the consumers paid for them. 

The above conclusions are based on the following facts : 
In October, at the time these prices prevailed, the tomato 
season in Georgia was practically over. The greater part 
of the crop had been harvested in August and September, 
whereas, in October the harvesting of this crop in Delaware 
was in full swing. There was, at that time, a much greater 
local physical supply in Delaware than was demanded by the 
local consumers, but the local physical supply in Greorgia 
was far below the local demand. In order to get rid of the 
great surplus a large part of the Delaware tomatoes had to 
be shipped to distant markets, while there was a strong 
local demand for the few Georgia tomatoes. Georgia being 
a state of many small towns, most of the growers who had 
tomatoes to sell disposed of them either directly to the 
local consumers or to the retailers. Under such circum- 
stances, the Georgia growers did not count the expense of 
finding a market for their goods as " cost of marketing ” 
(though the work may have been very expensive), but 
counted the total receipts as “ farm-price.” On the other 
hand the Ddaware growers were selling largely to country 
shippers who sent the produce to different wholesale markets 
to be distributed by the usual middleman methods.^ Owing 
to the expense of passing goods through such a complicated 
system and to the great deterioration of the goods before 
they reach the individual consumers, there was a great 

* Because of the shortage of the local supply of tomatoes in Georgia 
■there is httle doubt that Delaware tomatoes were, to some extent, 
shipped to Georgia through the middleman system and sold to Georgia 
eonsumers at the same prices they were paying nearby farmers for 
local tomatoes. In this case, the difierence between what the Georgia 
fanner received for tomatoes and what the Delaware farmer received 
■exactly equaled the cost of getting Delaware tomatoes to Georgia con- 
■sumers through the marketing system. 
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difference between the prices consumers paid for Delaware 
tomatoes and the prices received for them by growers. 

An examination of the sectional differences of farm prices 
of every perishable farm product will show, as in the case of 
tomatoes, that the price will be comparatively high when 
the amount being harvested will supply only a small pro- 
portion of the local consumption and comparatively low 
where the local harvest exceeds the local demand for im- 
mediate consumption. We find, then, that generally the 
farm prices of all perishables in each producing section are 
lowest during the period of greatest harvest, and highest 
during the season of smallest harvest ; ^ the low prices being 
due to the cost of disposing of a surplus to distant con- 
sumers, and the high prices to the cost of supplying a deficit 
to local consumers. As the harvesting seasons are not the 
same for different producing sections there is always a con- 
siderable margin between the prices in different localities. 
The wholesale and, to some extent, the retail prices for each 
perishable in the consuming centers move up and down di- 
rectly with the farm prices of the nearby farms. Sectional 
price differences, then, can be lessened considerably by get- 
ting goods from farmers to distant consumers. 

Iir. CAUSES OF LOSSES FROM DETERIORATION 

We have seen that detenoration is one of the fundamental 
causes of fluctuations in the physical supply offered different 
markets. It is hardly necessary to state that the primary rea- 
son for the losses from decay of from thirty-five to forty 
per cent of perishables raised for the market is the natural 
perishability of the goods. For this reason the name 
“ perishables ” was chosen for this class of goods. But, 

^ This is not always true of farm prices near very large cities where 
the local supply only constitutes a fraction of the local demand and 
where farmers rarely sell directly to ccwisumers at any season. 
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aside from the inherent characteristics of the goods, there 
are two further reasons why these losses are so great under 
the present system of marketing. The first reason is the 
comparatively long time it takes to get goods from pro- 
ducers to consumers (time means deterioration with perish- 
ables) ; and the second, the poor care which is given the 
goods from the time th^ are produced until they can be 
put in the hands of consumers. 

I. The average length of time it takes perishables to pass 
through the marketing system is prolonged by three factors : 
(a) seasonal production of the goods; (b) the average great 
physical distance between producers and consumers; and 
(c) inability of the marketing system to distribute the avail- 
able goods to the markets where they are most in demand. 

(a) As has been pointed out, the bulk of penshables in 
the United States as a whole is harvested in the summer 
months, while the demand for them ds fairly constant 
throughout the year. The physical surplus of one season 
must be k^t in reserve for some time if it is to be con- 
sumed at all. This, of course, prolongs the average time be- 
tween production and consumption. The only way this time 
can be shortened is by making the harvesting season more 
constant for the country as a whole — a problem which we 
shall discuss in another chapter. 

(b) The fact has been mentioned that, on the average, 
the consumers of New York City receive their perishables 
from producing districts more than 1,000 miles away, or a 
distance of more than four days of fast freight, and that 
the goods consumed by other large cities come from sections 
very little closer.^ Though our transportation facilities are 
unsurpassed by those of other countries, and though we are 
constantly accderating the speed at which all goods move, 


^ Page 15. 
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the physical distances perishables have to travd bring in a 
considerable time dement. Because of this distance between 
producer and consumer the present complicated marketing 
system has been built up. The extreme complexity of the 
machinery prevents the rapid passage of goods “ from farm 
to family.” There is only one way completdy to diminate 
losses from this cause, and that is to limit the area of the 
market so that each section of the country must produce 
all the goods that it consumes. 

(c) The fact that at the same time one market will be 
glutted with certain perishables and another will be ex- 
periencing a great scardty of the same products shows that 
the general available physical supply is not distributed so 
as to equalize demand in the different markets. Such a 
condition causes many products to stay in the glutted mar- 
kets until they decay, whereas, if they had been sent to the 
other markets they would have been consumed. Again, it 
often happens that farmers in certain sections will be com- 
pelled to let their goods rot on their hands because they can 
not find a market, while consumers will be paying very 
high prices in not far-distant markets for the same goods 
because there is not an adequate supply. Such prolonging 
of the time between production and consumption is due 
largely to the lack of rdiable market information. 

2. Many perishables decay because they do not receive 
the proper care before and after they enter the market. 
They are unduly exposed to heat and cold, to moist and dry 
winds, and decay much more rapidly than they would under 
proper temperature and atmospheric conditions. They are 
not properly graded; the storage and refrigeration given 
them is inadequate; and they are moved from place to place 
under unfavorable conditions. These facts can be brought 
out more clearly by a description of the way perishables 
are handled before they reach the consumer. 
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As a rule, farmers take few precautions to protect their 
perishables from decay. In harvesting they unduly ex- 
pose the produce to unfavorable weather conditions. In 
many cases they allow their fruits and vegetables to remain 
in the fields several days after th^ are ready for harvesting. 
The result is that whai they are harvested much has fallen 
to the ground and is greatly damaged by wind, rain, and sun 
or by birds and insects. So when they are brought from 
the fields, a large proportion is already unfit for human 
consumption. As was shown by the quotation on page 35, 
^gs receive little more care in gathering than do fruits and 
vegetables. After the crops are gathered farmers provide 
few facilities for properly caring for them until they are 
hauled to the market The butter is not put on ice, eggs 
are left in hot pantries, fruits and vegetables are not placed 
away from germs and insects in storage houses of cool and 
even temperature. In many cases they do not even separate 
the decayed produce from the sound, but allow the rot to in- 
fect the whole. After subjecting the produce to such treat- 
ment for several days, the ordinary farmer hauls it to market 
in an open wagon where it is exposed to the natural elements 
for several hours. So there is little wonder that much of 
the produce arrives at the primary markets in a very un- 
sound condition. 

It is not possible to say just what percentage of decay 
occurs while the goods are in the hands of country shippers, 
but it is known to be considerable. Of course, one of the 
reasons for decay here is the treatment the goods have re- 
ceived previously at the hands of the farmers. But inade- 
quate facilities and lack of expert training on the part of 
many shippers are other reasons for decay. Some of these 
men possess insufficient capital to provide proper storage 
and refrigeration, and the scale of business of others is too 
small to justify adequate expenditures for these facilities. 
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Again, many shippers have gone into the business with little 
or no knowledge of how to take care of the goods; in some 
cases, as country store-keepers, they have been forced to 
take .up this work in order to hold the trade of the sur- 
rounding farmers ; in other instances, they have gone into 
the business because, considering their capital and training, 
it looked more attractive to them than any other. So the 
result is that often while the goods are waiting at the 
shipping point to be sent to the wholesale market they are 
neither cared for by proper storage, pre-cooling, or refriger- 
ation, nor are they graded and packed properly, but are 
started on their way to market m a wretched condition. 

In discussing transportation we saw that there were two> 
reasons why goods deteriorate greatly while in the hands of 
transportation companies. First, the methods by which 
they are shipped : The small shipments (by parcel-post, ex- 
press or freight) heretofore have received little protection 
from heat or cold and consequently have a high percentage 
of decay. Many car-lot shipments perish on the road from 
being sent without ventilation or refrigeration (either be- 
cause the sender could not get better facilities or because 
he was not willing to pay for them). The second con- 
tributing factor is undue delay while en route: slow travel 
and traiEc tie-ups through some fault of the transporting 
companies cause no small amount of losses. 

The improper handling of perishables at wholesale cen- 
ters consists of inadequate terminal facilities, excessive and 
careless cartage over the cities, and faulty re-gradmg 
and re-packing. There are few American cities which have 
adequate terminal facilities for perishable produce. Each 
railroad and steamboat company has its separate freight 
terminal, instead of there being one large terminal for all. 
There are few, if any, facilities connected with these many 
terminals for loading and unloading perishables. Instead 



^6 MARKETING PERISHABLE FARM PRODUCTS [453 

<of being run into a large storage house or shed provided 
with refrigeration, the cars or boats are unloaded, in the 
open, onto trucks which carry the produce through the 
streets to public or private warehouses, sometimes quite 
distant. When traffic at these terminals is congested the 
• trucks have to stand for several hours with their produce 
in the open. The goods are thus subjected to all kinds 
of temperature and weather; they may be taken' from an 
ice-cold car and allowed to he on an open truck in the 
broiling sun for several hours, or they may be taken from 
a fairly warm car out into freezing weather. Naturally, 
such ejiposure causes very decided deterioration in the 
produce. 

It often happens that, as produce changes from the hands 
'Of one wholesale dealer to another, it is carted several times 
from various public or private wardiouses to others across 
the city, — each haul further exposing the produce to decay. 
Many wholesale’ dealers do not have their own storage and 
refrigeration facilities, but depend on the public warehouse 
companies for them. Owing to the general inadequacy of 
public warehouse service, much of the goods cannot be 
placed in.pro^r storage at all when there is a slight surplus 
-of the goods iii^e market. . 

•A fflrther l^pl^s brought about by improper re-grading 
of the goods by the wholesale dealers. If that part which 
is sound is not quickly and thoroughly separated from 
the decayed produce on arrival the decay will spread. Be- 
•cause they feel that they can sdl the decayed produce to 
some one else, some dealers do not thoroughly re-grade and 
re-pack the goods when received. 

Perishables are often further ill-treated after they reach 
retailers. They are placed in hot store-rooms or on the 
open streets; roughly handled by prospective customers; 
and exposed and bruised while being delivered to the 
■customers. 
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IV. CAUSES FOR WIDE MARGINS BETWEEN FARM-PRICES AND 

consumers’ prices 

The main reasons why the average margin between what 
farmers receive for perishables per unit and the prices con- 
sumers' pay for them per unit is so wide are: (a) losses 
from decay; (b) fluctuations in prices; (c) the heavy ex- 
pense per unit for goods passing through the marketing 
process ; and (fl) inefficient methods and dishonest business 
practices of middlemen. 

(a) From 30 to 40 per cent of the margin between farm 
prices and retail prices of the goods which pass through the 
middleman system is due to the great losses from decay — 
that is, this percentage of the margin goes to pay for goods 

. which are bought from farmers but never reach consumers. 
Some one must stand the loss, so it is added to the price of 
the goods which do not decay. Any improvement in the 
products or in methods of preventing decay will greatly 
lessen the margin between producers’ and consumers’ prices. 

(b) The uncertainty of the price which each middleman 

will receive causes each when buying goods to allow a large 
enough margin between the price he pays and the one he 
expects tdh receive to insure him against .this yncertainty. 
That is, he will not buy the goodsmnless get ^em at 

a, low enough price to make him safe, ev^rif the price’ at 
which he will be able to sell is far below what he expects 
This insurance charge will be reduced in proportion to the 
reduction in price fluctuations. 

(c) In Chapter II we gave a detailed analysis of the 
actual expenses of those middlemen who handle perishables. 
We saw that the average expense per unit for handling these 
goods was not very great for any except the retailers, but, 
owing to the fact that the products pass through the hands 
of several different middlemen on their way to consumers. 
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the total expense per unit is considerable. We have often 
been told that the reason for the great total expense of 
carrying a perishable through the marketing process is that 
the system of marketing is too complicated and that there 
are too many middlemen. In some cases an excessive num- 
ber of middlemen does, in fact, add to the expense of getting 
the goods to consumers, but this is not the main reason.* 
Whether the goods pass through the hands of a dozen 
middlemen or only one there are three important economic 
reasons why the expense of getting them from producers 
to consumers is necessarily high under the present breadth 
of the market. They are : first, the great average distance 
between the producers of these products and the constraiers; 
second, the fact that they are produced by a small business 
imit (the farm) and consumed by a smaller business unit 
(the family) ; and third, the relatively high expense of car- 
ing for the goods. 

The greater the distance between the producer and the 
consumer of any article, the greater the cost of getting the 
article from one to the other. The expenses of salesman- 
ship are necessarily much heavier when great distances must 
be covered to find buyers. The preparation for shipment, 
the cost of transportation, and the expenses of making col- 
lections are likewise much greater under such circumstances. 
As the market for perishables has recently widened from a 
local market to a national one, the necessary expenses which 
go with a wide market must be borne or the breadth of the 
market lessened. 

In discussing the reasons for the high expense of getting 
perishables from producers to consumers the fact is ordin- 
arily overlooked that these goods must either be handled 

1 We shall discuss the possibilities of siinplif3dng the marketing pro- 
cesses and eliminating middlemen in the next two chapters. 
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in very small packages ^ by one market man or several 
times by many middlemen. Even the large individual 
grower rarely sells more than two or three car lots of a par- 
ticular perishable in a whole season — and each separate sale 
is much less. The average family seldom buys more than 
three or four pounds of a particular perishable at a time. 
So for one man (the producer) to get a given quantity of 
perishables to consumers (granting that the market can 
be found easily) it is necessary to grade, pack and ship 
the goods in very small packag^es. If the goods are 
marketed by several middlemen through a “ system ” they 
must be gathered in comparatively small quantities from 
producers, made into large shipments, and then, broken up 
into small packages for distribution to consumers. This re- 
quires, as we have seen in our study of the work of the 
middlemen, a good deal of expense — particularly is this 
true at the retail end where the goods are broken up into 
very small lots. The expense per unit of getting iron ore 
from producer to consumers is not so large because it is 
produced by large business units (the mines) and sold to 
large business units (the mills) — it is never broken up into 
small lots. 

The expense of taking care of perishables while they are 
being marketed is great, for th^ must have storage and 
refrigeration and must be carefully graded by hand and 
packed in small packages. As it is to-day, not enough care 
is given these goods and the expense is not as great as it 
would otherwise be, but nevertheless, the cost of getting 
perishables from producers to consumers is much heavier 
than for goods which do not require such tender care and 
handling. If pig iron were produced by farmers and con- 

' Packages which contain the quantity of perishables which are ordi- 
narily purchased at one time by the average family. 
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sumed by families and marketed by the same marketing ma- 
chinery as are perishables, the expense of passing it through 
the system would be much less because there would be little 
or no charge for taking care of it. 

(d) Because of the ignorance of many shippers as to the 
best methods of grading and packing, their goods have to 
be re-graded and re-packed by the wholesalers. The abso- 
lute lack of uniformity in grades and packages causes un- 
told work in the wholesale centers in reducing the goods to 
uniformity in grades and packages. The failure of many 
shippers to follow recognized business methods in finding a 
market for their goods is another factor which adds to the 
expense of moving the goods. The amount of business 
carried on by many shippers and wholesalers is so small 
that their cost of doing business is veiy large, per unit of 
goods handled. Of course, it has long been recognized that 
the average comer grocer, who retails the bulk of the perish- 
ables in the United States, has a far too high cost of doing 
business, owing to his lack of business methods and the 
small size of his business unit. There is little doubt that 
if each middleman had a thorough knowledge of how best 
to run his business, or if efficient business men were sub- 
stituted for those of the middlemen who are incompetent, 
the total expense of the whole middleman machinery would 
be greatly reduced. 

The deliberately dishonest business practices of many 
middlemen swell their receipts and add to the margin be- 
tween producers’ and consumers’ prices. There is little 
government regulation or inspection of the business prac- 
tices of middlemen engaged in marketing perishables. Some 
country shippers get a monopoly of the shipping business 
in their section and pay the farmers ruinously low pnces for 
produce in order to swell their own profits. Commission 
men charge commissions varying from two to twenty-five per 
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cent. They often return to shippers “ account of sales ” at 
far below the figure they actually received for the goods, and 
" pocket ” the difference. And occasionally th^r report 
sales (at low figures) before th^ have actually sold the 
goods — expecting to receive higher prices for them. It is 
possible for wholesale men willingly to give out inaccurate 
price quotations to induce shippers to send to their market, 
that they themselves might buy at very low prices. Because 
shippers are not represented in the wholesale markets, those 
who inspect and buy their goods often give false reports 
in regard to the extent of decay of the shipments in order 
to get the goods at prices below their market values. Other 
forms of price manipulations and “comers” have been 
occasionally practised in the wholesale markets.* It is not 
possible to say just how much effect these different dishonest 
practices on the part of wholraale men have in adding to the 
margin between producers’ and consmners’ prices, though 
it is certain that they are, in particular instances, of exceed- 
ingly great importance. 

V. summahy of factors to be dealt with in reducing 
THE social costs OF MARKETING PERISHABLES 

The social burdens incident to the marketing of perish- 
ables are due to two main causes : First, to the inherent char- 
acteristics of the goods themselves; Second, to the imper- 
fections in the methods and processes by which they are 
marketed. 

Because of the natural perishability of the goods, many 
of them become unfit for consiunption before they can be 
offered to consumers. The natural seasonal production of 

1 These are accusations which are cominonly brought against all 
middlemen who deal in perishables. Certainly, under the present sys- 
tem their opportunities to engage in “sharp practices” without being 
“ caught ” are very great 
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the goods creates temporary surpluses in the available physi- 
cal supply which adds greatly to the decay of the goods by 
lengthening the average time between their harvest and 
consumption. The burden of marketing them is further in- 
creased because they are goods which must be produced by 
a small business unit (the farm) and consumed by a smaller 
one (the family). No matter what marketing system or 
marketing processes or practices might be used, these natural 
characteristics of the goods would make the marketing of 
them expulsive and burdensome. 

After taking into consideration the natural characteristics 
of the goods we have found the following main defects in 
the marketing methods and processes: very poor care is 
given the commodities before and after they enter the 
market; market information which is available is so in- 
adequate and the cost of assembling it so great that those 
who are engaged m marketing the goods are unable to ad- 
just, in the general market, immediate physical supply 
and actual demand; the complicated marketing machinery 
seems to be too expensively run, either because it is too 
complicated or because the operators are not efficient; 
and the middlemen (or operators) are not always honest 
and fair in their dealings. 

The last chapter (Chapter VI) of this book will be taken 
up with a brief discussion of the possibilities of changing 
the natural characteristics of perishables. But the prin- 
cipal question with which we are concerned in this study is: 
How can the marketing methods and processes be reformed, 
or the marketing system changed so that the costs of market- 
ing the goods will be reduced? Let us now turn to this 
task. In pursuing it we shall assume that the nature of the 
goods is in every way unchangeable. 



CHAPTER IV 

Reform of thp Marketing Processes or Machinery 

I. SUGGESTED PROGRAMS OF REFORM 

No question has aroused a more widespread discussion 
than that of the economic value and functions of the whole 
middleman system, through which perishables are now 
almost exclusively marketed. It is clear from most of the 
discussion that there is no problem on which there is wider 
diversity of opinion, or one which is more generally mis- 
understood.^ 

The critics of the middleman system may be divided into 
three classes : Those who would abolish the whole system— 
both the middleman and the machinery; those who would 
retain the essential features of the machinery or methods 
of the system, but would abolish all private middlemen; 
those who would retain both the machinery and the 
private middlemen, but would reform the machinery in 
many respects, eliminate some private middlemen, add 
others (either private or cooperative) according to the cir- 
cumstances, and regulate the practices of all middlemen of 
whatever character.* 

The critics of the first class would institute direct market- 
ing between all producers and consumers. They believe 
that the entire system is, at present, a burden to society; 

^ “ Not fully understood by any of us.” Stillman, Annals of Amer. 
Acad, of Pol. and Soc. Sei., vol. lix, p. 65. 

* Classification made from general criticism of various writers. 
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c all middlemen are parasites who collect a heavy toll 
iiom both producers and consumers; that the machinery 
of the system is worse than useless ; and that all perishables 
could be mcirketed more efficiently and cheaply by direct 
dealings between producers and consumers. 

Those of the second class also see quite a useless compli- 
cation in the whole marketing system, but they hold private 
middlemen responsible for most of its shortcomings. They 
would, therefore, eliminate all these and have the work 
they now perform carried on by cooperative associations 
with less machinery. Those who hold this view either be- 
lieve that private middlemen, as a class, are irredeemably 
dishonest and inefficient, or that there is something inher- 
ently good in cooperative marketing associations which 
would make them far superior to private middlemen as 
marketing agents. 

The third class of critics are more conservative. They 
see something good in both the complicated machinery of the 
system and in the private middlemen. They recognize that 
in many cases the methods or processes of marketing can 
be improved — ^that in some instances the processes are too 
complicated, while in others too simple, to be efficient. They 
do not hold the private middlemen directly responsible for 
all the defects that are found in the present system of mar- 
keting, but recognize that there are some dishonest men in 
the trade together with a great many others who do not 
effidoitly do their work. Neither do they believe that there 
is anjdhing inherently superior in cooperative marketing. 
They would advocate both cooperative marketing and muni- 
cipal markets (and even direct marketing) in certain cases 
and under certain circumstances, while in other instances 
they would prefer to have the work performed by private 
middlemen. They advocate a program neither for the aboli- 
tion of the present marketing machinery nor for the doing 



467] REFORM OF TSE MARKETING PROCESSES 105 ; 

away with all private middlemen; but one for reform and 
regulation of the present system. 

Each of these suggested programs aims to accomplish, 
either one or both of two things : ( i ) the reduction of the 
costs of marketing perishables by the establishment of less 
complicated machinery or processes; (2) the reduction of 
the costs of marketing them by reducing the costs of per- 
forming the marketing processes — or of running the mar- 
keting machinery. Before accepting or rejecting any of 
the proposed programs let us see, first, under what condi- 
tions, and how, the marketing processes can be reformed; 
second, how the costs of performing the necessary market- 
ing processes can be reduced. This chapter will be taken 
up with a discussion of the simplification of the marketing 
processes. 


II. LIMITATIONS OF DISECT MARKETING 

Whether a particular good is marked through a “system" 
where the work of getting it to the consumer is divided 
between several men, or whether the total process is per- 
formed by only one man without the aid of a “ system 
the work itself consists (a) of finding a consumer who will 
buy the good, and (b) of delivering it to the consumer 
and receiving payment. We have already seen that if per- 
ishables are to be marketed efficiently they must be sold to 
consumers at reasonable, uniform prices pretty quickly 
after th^ are harvested, and the cost of performing the 
operation must be reasonable. Under present industrial 
conditions, how efficiently and cheaply can consumers be 
found for these goods by using direct marketing methods ? 
What if any are the limitations of direct marketing? 

A. Finding Consumers 

There are three modem ways of finding buyers for 
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goods : ^ ( I ) The seller may display his goods before the 
eyes of the prospective buyers and thus induce them to take 
the goods — ^the ordinary retailer sells by this method. (2) 
Goods may be sold through samples either by the owner or 
by his agent — selling through “ drummers ” or solicitors 
is a good example of this method of finding buyers. (3) 
Goods may be sold through advertisement either in news- 
papers and magazines or in catalogues — ^the mail-order 
business illustrates this t3^e of sale- Whichever method is 
Tised in finding buyers, the following conditions must be satis- 
fied before the sale can be consmnmated : The seller must 
find an individual who is not only able, but desires, to buy 
the particular article he has to sell. The prospective buyer 
■must know something of the quality and quantity of tlie 
good offered him, as well as at what price other sellers are 
-offering the same grade of good. The seller also must 
know something of the competitive offerings in order to be 
able to set the price on his goods to his advantage. 

By which of these methods of sale are the individual 
peach growers of Georgia or the poultry raisers of Okla- 
homa to sell their produce to individual consumers in St. 
Louis, Philadelphia, New York and other cities? How are 
the fruit and vegetable producers of California, Oregon, 
Louisiana and Texas to find individual consumers who will 
buy their goods in Washington, Pittsburgh, Atlanta and 
New Orleans? It is certain they cannot meet these city 
dwellers face to face and display their goods as does the 
local retailer — distance alone would prohibit the employ- 
ment of such a method. The second practice of selling by 
sample through house-to-house canvassers or agents may be 
a little less expensive than the first method, but hardly 
more practical. The agent’s commissions would about 


1 Shaw, A. W., Quart. lour, of Econ., vol. xxvi, pp. 721-751. 
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equal the total cost of marketing through the middleman 
system, to say nothing of the losses from lack of adequate 
market demand, decay of goods and cost of grading, pack- 
ing and shipping. However, many believe that it is prac- 
ticable for farmers to find a market with distant individual 
consumers through the third method — that of advertising. 
Doubtless tins method is more feasible than either of the 
other two, but there are many drawbacks to its extensive 
application to perishables : (a) perishables are not generally 
bought by consumers imtil desired for immediate use; (b) 
the goods are not sufficiently standardized to be sold exten- 
sively by advertisement; (c) the expense of advertising 
would be too great; and, (d) customers could not be held 
because of the seasonal supply of each farmer. 

Individual families do not generally keep a large supply 
of food on hand. Few have storage room to do so if they 
desired, so practically all of them buy food from day to 
day according to their immediate desires or appetites. They 
buy perishables in smaller quantities because of rapid deter- 
ioration, and keep on hand a smaller supply of these than 
of any other class of food products. To “ order ” such 
goods from distant producers would necessitate buying at 
least several days ahead, and in larger quantities. In other 
words, they would have to estimate what their future appe- 
tites would desire, invest money for future consumption, 
and run greater risks of losses from decay. In order to 
induce them to go to this great trouble the price would cer- 
tainly have to be much lower than it is vmder the present 
system. 

To buy on the basis of an advertisement or a catalogue 
is like buying " a pig in a bag There is little objection 
to this with well-known, standardized manufactured goods. 
In such cases if you have seen one article you know what 
you are buying, because all of them are alike — ^made from 
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the same raw materials, by the same processes, machines or 
moulds, and by the same producers. Few producers of 
standardized goods would willingly sell an inferior article 
or misrepresent it because their success dqiends on keeping 
their goods up to standard and telling the truth about them. 
But, as has been pointed out, there are practically no stand- 
ards for perishables. And, with all due respect to farmers 
as a class, they have not yet seen the advantage of truthfully 
representing their goods or giving the quality and quantity 
they contract to give.^ Until the farmer gets to the point 
of representing his goods as they are and giving full meas- 
ure he will have little chance to sell upon his representation 
of the goods. As yet so little progress has been made in 
standardizing perishables that selling by advertising is ser- 
iously handicapped. 

Even if this were not so, the cost of advertising would 
be too great for the individual farmer. The cost of adver- 
tising a particular commodity is measured by the number of 
dollars worth sold through each dollar spent in advertising 
it. Whether advertising pays or not depends upon the rela- 
tion of the money spent for it and the resultant gross sales. 
As the scale of the business increases, advertising, like 
manufacturing, is, up to a certain point, subject to a de- 
creasing cost of production. The modem large shoe factory 
can make shoes at a much smaller cost per pair than can 
the individual shoe-maker or the very small factory.’ The 
large seller of a widely-used, standardized commodity, like 
t3q)ewriters or smoking tobacco, will get greater proportion- 
ate results by spending thousands of dollars for advertising 
than he would by spending a much smaller amount. The 

^ The difference in business integrity between the fanner and the 
manufacturer is not a difference in inherent honesty or dishonesty, but 
a difference in business experience and education. 

* Van 'Hise, Concentration and Control, pp. 8-9. 
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money spent by the extensive advertiser gives much greater 
returns proportionately than that spent by the small one — 
after a certain point is reached the smaller the advertising 
the smaller the returns per dollar spent for it. The amount 
of perishables each farmer has to sell is too small and the 
supply too seasonal to permit him to advertise constantly 
and extensively. So the advertisement of the producer of 
this class of goods would be as costly when compared with 
the large seller’s advertisement as is the shoe-maker’s cost 
of producton compared with that of the large shoe factory/ 
A seller who cannot hold customers after he has gone to 
the initial expense of getting them has little chance to suc- 
ceed. The seasonable supply of perishables would make it 
practically impossible for the individual farmer to keep cus- 
tomers. A producer of tomatoes, or any other perishable 
would be able to supply a particular family with them for 
only a few weeks or months in the year, then this family 
would have to find another farmer who could supply the 
commodity for another period, and so it would go until 
each family would have to deal with three or four farmers 
during the year in order to get its supply of tomatoes. The 
same would be true with all other perishables consumed. 
This constant shifting of trade relations between farmers 
and consumers would make it very hard for a farmer to 
get back his old customers at the beginning of each season 
— they would have forgotten about him in the meantime 

* The U. S. Post Ofliice Department has realized the impracticability 
of fanners’ advertising for customers, so, in order to increase the use 
of parcel-post, it has offered to advertise for farmers free of charge. 
This Department gets the names and addresses of farmers who have 
perishables to sell (with a description of the goods offered) and gives 
out this information to consumers in the towns and dties. What re- 
sults this free advertising has had, and the extent to whidi it has been 
used, is unknown to the writer, but doubtless it has resulted in some 
direct selling. It is extremely doubtful, however, if the pubhc benefit 
equals the cost to the Government 
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or have been attracted by the advertisements of some other 
farmer. In order to keep customers the seller must be able 
to supply goods at all the times and seasons they are desired. 

In spite of the many difficulties which stand in the way, 
it is not to be maintained that in all cases it is impossible 
or even impracticable for producers to find distant con- 
sumers who will buy their produce. In cases where farmers 
raise a good of special quality and flavor which has gained 
a reputation among a few select consumers they may be 
able to sell to such consumers without paying dearly for 
finding the market. The Albemarle Apple Growers of Vir- 
ginia sell some of their apples direct to large hotels and 
restaurants in distant cities ; some of the Long Island vege- 
tables are sold by the producers direct to families in New 
York City.^ It is possible to enumerate several individual 
cases where eggs, chickens, butter, fruits, and vegetables 
are being sold direct to consumers 100, 200, or 500 miles 
away. These are all exceptional cases, where, for some 
special reasons, the buyers and sellers have been brought 
together. It should be clear, however, from our discussion 
of the difficulties in the way of finding such a market that 
these exceptions can never become the rule. 

We have not yet considered the possibilities of direct 
trade relations between farmers and nearby consumers. 
What, if any, are the difficulties in the wav of farmers 
selling their perishables directly to families in the nearby 
cities ? Why should not the city consumers be directly sup- 
plied by them with perishables ? The answer is that there 
is already a considerable direct trade carried on between 
urban families and nearby farmers, especially in the smaller 
towns and cities, but that there are many very serious ob- 
stacles in the way of developing this trade to very much 
larger proportions. 

^ Fuller, Annals of Amer, Acad, of Pol. and Soe. SA., vol. l, pp. 
166-70. 
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The farmers who live on farms near large cities, Uke 
New York, Chicago, Philadelphia, or even smaller cities the 
size of Atlanta, Oklahoma City, or Denver, have little 
better chances of coming in trade relations with the indi- 
vidual consumers in those cities than do farmers living 
hundreds of miles from them. The social and economic 
habits and customs of city families stand as barriers to 
neighboring farmers selling goods directly to them. City 
people perform most of their economic functions in ma- 
chine-like, uniform fashion through systems and would not 
take the time and energy to deviate from this way of doing 
things. They pay their rents to agents of the landlords 
without, in many cases, ever seeing or hearing of the man 
who actually owns the house they live in. They buy their 
groceries from stores conveniently near them either by 
telephone or by visit to the store — ^and their other economic 
activities are just as uniform and systematic. Economic 
relations in the cities are so complex and the whole social 
fabric is so dependent on each doing his work efficiently and 
constantly that “ systems ” with complicated machinery 
must be organized to handle their economic wants and 
activities. The middleman machinery with its permanent 
wholesalers and retailers is the system on which they de- 
pend for their perishables. In this way they can get any 
kind or grade of these goods at any time and, at the same 
time, buy other necessary groceries. This takes little energy 
or thought on their part, while to buy from “ peddling 
farmers would require much time and trouble. 

Nevertheless, many farmers sell some perishables to 
consumers in the small towns by house-to-house peddling. 
But this is a very expensive way of finding customers. If 
all suburban farmers attempted to peddle their goods there 
would be a useless competition between them and an unnec- 
essary duplication of work — farmers having the same pro- 
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ducts to sell would travel over the same streets and try to 
sell to the same customers. Such peddling is generally car- 
ried on in the busy seasons when the farmer’s time is greatly- 
needed on the farm. 

If we count the time of a farmer and that of the wagon 
and team necessary for the peddling at only $3.50 per day, 
the expense of delivery alone (to say nothing of that of 
getting the goods ready for market) would be as follows : 
if he sold only $3.50 worth of goods in a day the cost 
would be 100 per cent of what he received for the goods ; 
if he sold $6.00 worth the expense of delivery would be 
over 59 per cent of what he received for the goods; if he 
sold $12.00 per day the expenses would be over 29 per cent. 
Those acquainted with house-to-house peddling will realize 
that few farmers will sell, on the average, more than $12.00 
worth per day. So the net price received by the peddling 
farmer for his goods (even when he can find a ready de- 
mand among consumers and loses nothing from decay) is 
hardly above the average price received by the neighboring 
farmer who sells through the middleman system. 

In a few exceptional cases where suburban farmers are 
producing perishables which have a fairly continuous har- 
dest — ^like butter, eggs, and chickens — and have established 
such trade relations that they have regular customers to 
whom they deliver the goods according to a prearranged 
schedule, direct dealing may be profitable to both producers 
and consumers. This kind of trade is not suited to fruits 
and vegetables however and only a few suburban farmers 
■can secure such a line of regular customers for dairy and 
poultry products. The only reason that general peddling 
is now so common in the small towns is that there are no 
professional shippers who will buy the surplus goods after 
the local retailers have taken all they can handle. So it is 
generally the local surplus which is peddled, and the prices 
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have necessarily been very low to the consumers. This is 
why many have gotten the idea this is really an economical 
method of marketing the goods. It may occasionally benefit 
the consumer who will take the trouble to buy from the 
farmers, but it is very expensive to the farmer. 

In recent years there has been a movement in many of 
our American cities to have ■yjie municipal government es- 
tablish market places where the farmers could drive in with 
their wagons and sell their penshables ^rectly to consiimers 
who come to the market.^ Such markets, to distinguish 
them from the municipal retail markets, are generally called 
“curb-markets.” Sometimes towns provide sheds and stalls 
which farmers can rent for the purpose of displaying their 
goods and where the goods will be protected from the 
weather, but generally these markets are held on streets 
which are set aside for that purpose and the farmers drive 
in and sell their goods “from the tail ends of their wagons.” 
These markets are intended to eliminate the unnecessary 
work of peddling and to encourage a larger amount of 
direct dealings between consumers and nearby farmers than 
has been carried on in the past. There are many very seri- 
ous obstacles in the way of the wide success of such curb- 
markets. 

It is very hard to induce consumers to go to such markets 
to buy their perishables even when the price-offers are much 
lower than the prices for the same goods at the comer 
grocery or fmit stand. In the small towns there can be 
only one curb market, and in the very large cities only two 
or three, so the great majority of the consumers necessarily 
live a considerable distance from than. The time taken 
up in going to and from such markets and the cost of the 
trip prevent most consumers from becoming regular cus- 

1 Report of Mayor's Market Commission of New York City, pp. 67-84. 
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tomers — ^the housewife will not take up an hour or so of 
time each day in making" the trips to these markets. 
It is so much easier and more convenient to telephone the 
order to the nearby store and have the goods delivered to 
her kitchen. 

Where these markets are successful— that is, where farm- 
ers drive in and offer* their goods for sale and where con- 
sumers patronize them — the success generally lasts for but 
one har vesting season. They must die during the winter 
months when the farmers have no perishables to sell. So 
by the next harvesting season consumers have gotten out 
of the habit of going to the market and they are less en- 
thusiastic over the idea.^ 

In a great number of these markets, which have been 
recently established in the various cities, farmers have been 
replac^ as sellers by professional retailers who buy the 
goods from the fanners or from wholesalers.® The reason 
for this is not hard to find: It is because professional 
retailers can sell the goods at a less cost than can the farm- 
ers themsdves. The individual farmer offering his goods 
in one of these markets is greatly handicapped because of 
the small variety he can offer. The professional retailer 
who buys a wide variety of perishables from several farmers 
and wholesalers is enabled to make a very much greater 
number of sales in a given time than can an individual 
farmer who is offering only the few products that he has 
for market. Again, the farmer loses very valuable time 
from his farm in trying to sell his goods at these markets. 
He soon realizes that he can make more by selling his pro- 

* This is certainly true with many of the curb markets of the Middle- 
Western towns, and, as far as can be learned, of Eastern towns. 

’ This fact is recognized by most of the advocates of curb markets, 
but few such advocates know the economic reason. (See King, Lower 
Living Costs in Cities, p. 26.) 
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duce to the professional retailer, whose expense per sale is 
much less than his own, than by trying to sell to consumers 
in competition with the professional. So, the curb market, 
instead of being a market where consumers can buy directly 
from farmers generally becomes a market where consumers 
buy from professional retailers. 

While the possibilities of establishing direct trade re- 
lations between nearby producers and consumers are usually 
greater than where they are widely separated, the cost of 
bringing them together is, on the average, as great or greater 
than the total cost of marketing the same goods through the 
middleman system. Because of this fact such marketing 
will not develop to a very great extent in the future. About 
the only good it can ever accomplish is to limit some of the 
occasional unfair practices of private middlemen, and, as we 
hope to show, such unfairness could be eliminated by less 
expensive remedies. 

B. Transferring the Goods to Consumers: Direct vs. 

Middleman Methods 

In the exceptional cases where it is possible for farmers 
to find distant consumers who will buy their goods the ex- 
penses connected with completing the transactions are very 
heavy. It is necessary for them to grade and pack the 
commodities in small individual packages; to address and 
deliver each package to the transporting agencies; to pay 
the enormously high rate for transportation — which, in 
man y cases, equals the total cost of marketing through the 
middleman system ; ^ — to stand the heavy losses from 
deterioration while the goods are on the way; and to carry 
on a correspondence by mail in regard to financial settle- 
ment. So, even if it were possible to establish direct trade 


’ See Discussion of Express and Parcel-Post Rates, pp. 63-64. 
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relations with distant consumers easily, the costs of carrying 
on the trade would generally be prohibitive. 

In the case of direct trade between consumers and sub- 
urban farmers, it is not possible to separate sharply the ex- 
penses of finding the market and those of transferring the 
goods to the consumers because the deliveries are made in 
person by the farmers. However, in this case there are 
few expenses of grading and packing (as the trade is now 
carried on) and no expenses of collection, though the losses 
from decay are generally heavy because of the exposure of 
the goods and the lack of ready buyers. The time taken to 
find the market and to make the deliveries, as we have seen, 
makes this method of marketing very expensive. 

If it were possible to institute direct marketing on a 
large scale different prices would have to be set for each 
separate transaction. The fluctuations in the prices which 
each farmer would receive and the prices each consumer 
would have to pay would be much wider and more violent 
than they are to-day.^ The losses from decay would also be 
much heavier because of the difficulty of quickly bringing 
together immediate physical supply and actual demand, and 
lack of storage facilities for caring for the goods. 

C. Economic Value of. Marketing Machinery for Perishables 

If all marketing can not be carried on directly, it follows 
that we must have some kind of marketing machinery or 
system to perform this work. Those who have so strenu- 
ously advocated the abolition of the present complicated 
machinery have overlooked the great advantages of division 
of labor m large-scale production.’ Just as shoes can be 

1 The changes in prices of perishables m the country town to-day 
will illustrate this point. 

’ “ There appears to be no reason why this specialization argument 
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produced more cheaply through the factory system where 
there is minute division of labor than by the individual 
cobbler, perishables can be marketed more cheaply through 
a marketing system which has minute division of labor than 
through direct marketing. Division of labor in marketing 
affords constant and specialized occupation for those en- 
gaged in the work, the continuous use of the capital in- 
vested, and a consequent low expense per unit of goods 
handled. When a farmer attempts to market all his perish- 
ables directly he is fighting against the “ factory system of 
marketing” just as the individual shoe-maker for a long 
time fought against the factory system of manufacturing 
shoes. 

In order so to widen the market that the immediate 
physical surplus of one section can be moved to fill a defi- 
ciency in supply in other sections, the present marketing 
system with its primary, wholesale and retail markets has 
been built up. This machinery is now largely in the hands 
of private middlemen, and that is why we speak of the 
“ middleman system Whether we retain this machinery 
or adopt some other; whether we have the machinery run 
by private middlemen or by agents of cooperative associa- 
tions, we must have some kind of marketing machinery run 
by some kind of marketing operators. It is pretty certain 
that we shall find it the best policy to retain the essential 
features of the present machinery because, as has been well 
said, “ The present distributive machinery, with all its 
strong points and its weaknesses, has been created of neces- 
sity, and it has weathered the storm of much adverse criti- 
cism, because every part of the country is now enjoying the 
penshable products of the most remote districts.” ^ 

should not apply to the creation of time, place, and possession utilities 
in the marketing process as well as to the creation of form utilities ” 
Weld, Minnesota University Bulletin No. 4, p. 4. 

* U. S Dept of Agri., Bui No e6r, p. 3. 
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ttt reduction of the COST OF MARKETING THROUGH 
SIMPLIFICATION OF THE PROCESSES 

We now find it advantageous to market some goods more 
directly than others^that is, to pass them through a fewer 
number of markets, or through the hands of a fewer number 
of operators — and there is no reason why we should not con- 
tinue to market different goods by different routes. It is 
also probable that we shall discover that certain marketing 
operations which are now carried on can be dispensed with 
in some cases — for example, commission merchants and 
brokers might be replaced in small markets, by having car- 
lot dealers combine this work with their own. However, 
much of the talk that we so often hear advocating “ shorter 
marketing routes ” or " more direct marketing ” has little 
economic justification.^ An examination of the difficulties 
to be faced in establishing some of these “ shorter routes ” 
will make this evident. 

A. Sales by Producers 

I. To Local Retailers. Many farmers living near towns 
sell directly to the retail merchants in those towns. In 
such cases the farmer delivers the goods by wagon directly 
to the store of the retailer or the retailer sends his wagon 
out to the farm, buys the produce and hauls it in. Why 
cannot this kind of trade be developed to greater pro- 
portions? 

Where it is easy and convenient for merchants to buy 
their perishables from wholesale dealers (that is, where 
wholesale markets are accessible to them) they generally 
will not buy direct from farmers unless they can get the pro- 
duce at far below wholesale prices. This is true because 

* See ch. viii, “A Shorter Route from Producer to Consumer," of 
King’s Lower Living Costs in Cities, as an example of some of these 
proposals. 



481 ] REFORM OF THE MARKETING PROCESSES 119 

such trade is very troublesome and unsatisfactory to the 
retail merchants. The quality of goods raised by each 
farmer varies greatly; for example, in one day^s gathering 
of tomatoes every grade from culls to Ai may be found. 
The trade of the retailer demands one or two fairly definite 
grades, £ind, as few farmers ever grade their goods before 
selling, the retailer who buys must grade them — ^which 
means that he will be able to sell only a part of the goods 
he buys. Again, the merchant who buys his supply of per- 
ishables from farmers necessarily has to deal with many 
different ones to get the various kinds of goods which he 
handles. This entails many small, individual business 
transactions for him, whereas he can go to the wholesale 
trade and buy just what he wants in one deal. Consequently, 
retailers are averse, as a rule, to buying from local farmers 
— except at bargain prices. 

In many other respects such trade is very unsatisfactory 
to both retailers and farmers. In the small towns, where 
it is carried on to the greatest extent, when the local supply 
is greater than the local demand the competition between 
fanners so depresses prices that the trade proves very un- 
profitable to them. Trade relations, when once established, 
are not permanent, but must be re-established each season, 
because between the local harvesting times the merchants 
have to look elsewhere for their supply. So at the begin- 
ning of each season the farmers must form new business 
connections or re-establish the old ones. 

To-day there are only three conditions under which this 
kind of trade is carried on to any great extent. First, in 
the small towns where the farmers have no primary markets 
for shipping their goods and where there is no wholesale 
market, or at best a very poor one, on which merchants can 
depend for their supply of perishables, this trade is tolerated 
because they have nothing better. It is unsatisfactory to 
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both merchants and farmers.^ Second, where there are 
very large retail stores, and chain-stores which have a diver- 
sified trade so that they can afford to buy the imgraded 
goods from farmers, grade and sell them in the many stores. 
This kind of trade is generally profitable to farmers, mer- 
chants and consumers. Third, where farmers sell to re- 
tailers in municipal retail markets — ^the profitableness of 
which depends on the success of the retail markets. 

2. To Distant Retailers. In addition to having to face 
most of the difficulties of selling to nearby retailers, the 
farmer who attempts to sell his goods to distant retailers 
is confronted with several other problems which make this 
kind of trade practically impossible. He has no better way 
of forming trade relations with them than with distant con- 
sumers; even if he does get in communication with them 
they will not buy his goods without first seeing them — so 
he must ship the goods and have a representative at the 
destination to look after his interest. Where he is not 
represented in such transactions he must accept the mer- 
chants’ statements as to the condition of the goods on ar- 
rival. He can not ship in car-lots because very few retailers 
handle perishables in such quantities. If he sends smaller 
quantities he has to pay much higher transportation rates. 
And lastly, the farmer who attempts to sell to distant re- 
tailers must have expert knowledge of the shipping busi- 
ness; he must know how to deal with the transportation 
companies in getting adequate accommodations; he must 
grade and pack his produce for shipment; and, finally, he 
must attend to making sales and collections. Under such 
conditions, this trade can never develop to any considerable 
extent. 

’ Price fluctuations are more violent than for the goods which pass 
through wholesale markets. 
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■ Z- To Wholesale Markets. Many individual farmers, 
to-day sell their own goods in the wholesale markets with- 
out the aid of country shippers or shipping organizations. 
Such sales are generally made by large producers who can 
ship in car-lots. If an individual fanner can not ship in car- 
lots, in most cases it will be to his advantage to turn his 
goods over to professional shippers or shipping organiza- 
tions who will send his produce, along with that of other 
farmers, in car-lots to the wholesale markets. When these 
sales are made the goods are generally sent to commission 
men or to brokers who sell for the shipping farmers. Oc- 
casionally they ship to car-lot dealers under contracts where 
the price is fixed after the goods arrive at the wholesale 
market and have been inspected by the dealers. In this 
case the farmer is compelled to accept the price prevailing 
in the market upon the arrival of his goods and take the 
risk of the dealer’s making a false report to him as to the 
cmrent price or the condition of the goods upon arrival. 
In most cases such risks are too great, so farmers generally 
ship to brokers or to commission men who act as their repre- 
sentatives in making the sales. It occasionally happens that 
car-lot dealers send out their own representatives to buy the 
goods from farmers, delivered on track at the shipping 
point. In this case the price is certain and the farmer gets 
his money immediately without assuming any more risks. 
However, selling to representatives of wholesale men at 
the shipping point is limited to a few commodities, like 
apples and potatoes, and is only possible for farmers living 
in the principal producing sections — wholesalers can not 
afford to send representatives to districts that do not ship 
several cars per season. 

There can be no question of the great economic value to 
each producing section of efficient country shipping agen- 
cies, to which the majority of the farmers in the community 
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can turn over their goods for marketing. These agencies, 
by handling most of the goods of the community, can 
employ specialists for grading and packing; they can supply 
adequate storage facilities; keep in touch with the market 
situation; ship in car-lots and deal more advantageously 
with the railroads and wholesale dealers. When the farmer 
attempts to sell his goods in the wholesale markets he as- 
sumes all the functions and risks of the professional coun- 
try shipper. He generally knows little about this work and 
his scale of business is so small that the expense per unit of 
business is very great, consequently he usually finds that his 
time can be more profitably employed by turning the market- 
ing over to the professional shipper and devoting himself 
to production. 

4. To “Wholesalers” in Small Towns. There are com- 
paratively few farmers, or shippers either, for that matter, 
who sell any perishables to the wholesale dealers in the small 
towns. These wholesalers, like the jobbers in the large 
wholesale centers, buy most of the perishables they handle 
from the car-lot dealers in the larger cities. To many it 
looks like a useless complication and duplication of work to 
have the produce shipped from the primary markets to the 
large wholesale markets and then back to some wholesalers 
in a nearby town. But there are several reasons why this 
seemingly useless, roundabout method is more economical 
for the shipping farmers or the professional shippers than 
selling directly to such wholesalers. 

The special business of the small-town wholesaler is to 
sell goods to retailers just as does the jobber in the large 
city. He can make more through buying all his perishables 
from a few car-lot dealers in the large centers and devoting 
most of his time to the selling end of his business than by 
taking up his time to carry on business relations with many 
shippers and farmers in many different sections of the coun- 
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try. He can always buy just the grade of goods and in the 
quantities he wants at the particular time he wants them 
from the large wholesale markets, while if he bought from 
fanners he would have to take the goods at irregular inter- 
vals and would be uncertain of the grade he would get. 
Few farmers or shippers could furnish cars of perishables 
containing the different kinds of perishables demanded by 
the small wholesalers, and few such wholesalers could 
handle solid cars of any one perishaWe — as a care of cab- 
bage, of peaches, etc. To ship to them in less than car-lots 
would be too expensive. 

The larger the wholesale market the more constant will 
be the prices — ^because of the law of average. The markets 
of the small towns are so limited in size that, under our 
present meager marketing information, if shippers at- 
tempted to supply them directly they would be in a constant 
state of glut or scarcity and the price uncertainty would 
make the business very unsatisfactory. 

B. Sales by Professional Shippers 

Country shipping agencies would find the same difficulties 
in selling and shipping their goods direct to retailers as do 
individual farmers. Seasonal supply and variability in 
quality of goods handled by shippers, economy of car-lot 
shipments, the difficulties in the way of establishing busi- 
ness relations with retailers, and many other business fac- 
tors will keep this kind of trade from being satisfactory to 
either shipper or retail merchant. They would also find 
the same difficulties in selling to country-town wholesalers. 
In cases where shippers are doing a business sufficient to 
enable them to have their own representatives in wholesale 
markets it might happen occasionally that those represen- 
tatives would be able to sell directly to retailers. On the 
whole, however, it is more economic for shippers to sell 
their produce in the wholesale markets 
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A larger proportion of shippers to-day are selling their 
goods to car-lot dealers without the intermediation of 
brokers and commission men than ever before. This has 
been made possible for two reasons : First, several perish- 
ables like butter, poultry, eggs, potatoes and apples have 
become standardized to the degree that there can be little 
question as to their condition and grade when they enter 
the wholesale market and their price quotations are fairly 
definite and easily ascertained by the shipper. Under such 
conditions there is little chance for car-lot dealers to make 
false statements to the shippers as to condition of goods 
upon arrival or as to the current price quotations in order 
to get the goods at a sacrifice price. Second, many shipping 
agencies have become so large that they are enabled to sta- 
tion their own representatives at the wholesale markets to 
look after their own interests when they make sales to car- 
lot dealers. However, the great majority of perishables 
are far from being standardized and only a few shipping 
agencies are large enough to station their own representa- 
tive in the wholesale markets, so it is still necessary for 
many of them to continue to sell through brokers and com- 
mission men who are supposed to represent their interest. 

The not infrequent failure of commission men actually to 
represent the interest of shippers (by making fictitious sales, 
giving false returns as to prices received, and padding ex- 
pense accounts) has been a large factor in decreasing the 
amount of business done through them The organization 
of public auction markets where shippers send fruits and 
vegetables to be sold under licensed auctioneers has also 
had some weight in supplanting commission men and 
brokers. Nevertheless, a very large proportion of shippers 
still need some one to represent them in the wholesale 
markets and the commission men, unsatisfactory as they 
often are, are the best representatives now available. 
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Besides representing the interests of shippers, brokers 
and commission men perform the additional economic ser- 
vice of receiving mixed and less-than-car-lot shipments of 
perishables. They separate these goods from each other 
and sell each kind to the car-lot dealer who specializes in 
that particular produce. Many producers make such ship- 
ments, as they do not have enough of any one commodity 
for a car load, but they can not send these to car-lot dealers 
because each dealer only handles certain perishables. 

C. Purchases by Retailers 

We have seen that only in special cases is it possible for 
farmers to sell directly to retailers and that when such trade 
is carried on it is generally unprofitable to either one or 
both of them. It was also shown, that, for the same reason, 
trade between professional shippers and retailers can never 
develop to great proportions. As to whether it would be 
more economical for retailers to buy their perishables from 
auctioneers, commission men, car-lot dealers, or jobbers 
will depend (i) on the character and size of the business 
of the retailer, (2) on the size of the town in which he is 
doing business. 

I. From Auctioneers. Of course, merchants in small 
towns cannot buy from auctioneers because such markets 
exist only in the large wholesale centers. In these markets 
the goods are generally sold in very large lots (car-lots, 100 
bbls., cartons, or cases, 1,000 lbs,, etc.) so that only the big 
retailers can afford to buy goods in such quantities. Where 
goods are sold in smaller lots it is hard for merchants to be 
sure that they are bupng the grade of goods demanded by 
their trade — ^much of the perishables auctioned off in small 
lots are damaged goods which large wholesale dealers do 
not care to handle. Again, visiting auction markets (which 
are generally a considerable distance away) requires a great 
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deal of the retailer’s time which could be spent profitably 
at his store — ^unless the auction is held before the opening 
hours of the stores, as most fruit auctions are now held. 
So there are only three classes of merchants in the large 
cities who find it profitable to buy from auctioneers. First, 
the large chain-stores which can afford to buy in great quan- 
tities, re-grade and sell the different grades in the stores 
which handle such. Second, the fruit and vegetable huck- 
sters who handle only a few unclassified perishables and 
whose time is not needed at an established place of busi- 
ness. Third, the dealers in the municipal retail markets 
which are situated in close proximity to the auction markets. 
Most other merchants find it more economical to buy from 
the jobbers or other wholesale men. 

2. From Commission Men and Car-lot Dealers. The 
merchant in the large city who buys from commission men 
or car-lot dealers must buy in large quantities (because 
these dealers sell only in large lots) ; and he must buy from 
several different dealers (because they specialize in the var- 
iety of goods they handle). Few retailers have time, or a 
large enough business to form trade relations with more 
than a half-dozen different dealers. They can buy from 
the jobbers, who solicit their business, not only the exact 
amount and grade of each product they desire, but in one 
transaction with one jobber they can buy all the different 
kinds of perishables they handle. Most retailers buy on a 
credit and in buying from one or two jobbers they find it 
easier to arrange for this than they would if they bought 
from a dozen or so commission men and car-lot dealers. 

Of course, it is even harder for retailers in the small 
towns to buY from car-lot dealers than for those in cities, 
because they are so far removed from the large wholesale 
centers. Therefore, most country retailers must buy from 
local wholesalers just as city retailers buy from jobbers. 
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IV. SIMPLIFICATION OF MARKETING PROCESSES THROUGH 
CO-OPERATION AND MUNICIPAL MARKETS 

A. Farmers^ Co-operative Marketing Associations 

Many enthusiastic advocates of farmers’ cooperative 
marketing associations have the impression that marketing 
processes can be greatly simplified and goods made to pass 
much more directly between producers and consumers 
through these associations. A little analysis of the propo- 
sition in the light of the immediately preceding discussion 
will show that such associations can do little to simplify 
marketing processes or to bring the producers much nearer 
consumers. 

If we think of direct marketing in terms of the number 
of “ middlemen ” through whose hands the goods pass on 
their way to consumers, instead of the number of marketing 
processes through which they pass, it is clearly evident that 
marketing through farmers’ cooperative associations is one 
step toward direct marketing because it eliminates the 
private country shipper. But it does not do away with the 
work which is now performed by the private shipper; it 
only transfers those processes to a different agency. In 
other words, the cooperative association carries on the 
work of the private shipper — ^that of disposing of the farm- 
ers’ products at the highest net price possible. 

There is no reason to believe that a farmers’ cooperative 
marketing association handling the same amount of perish- 
ables as a private country shipper, would be able to sell its 
goods more directly to consumers than would the private 
shipper. The same markets and the same market facilities 
are equally available to both, and if it would be advan- 
tageous for the cooperative association to market its goods 
in a direct fashion it certainly would be just as advan- 
tageous for the private shipper to market by similar pro- 
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■cesses. We have seen that in a great majority of cases the, 
shipping agencies find it more economical to sell their goods 
in the wholesale markets — ^this principle will apply regard- 
less of the character of the shipper. 

We have seen that shipping agencies which do a very 
large business are enabled to dispense with the employment 
of private brokers and commission men because tliey.can 
sell through their own representatives in the large whole- 
sale markets. The California Fruit Growers’ Exchange 
■>and several other large cooperative shipping associations 
now sell through their own representatives in New York, 
Chicago and •ther large markets.’^ This, of course, is not a 
simplification of the marketing processes, it is only substi- 
tuting one agency for the other in performing the same 
work. And such substitutions can be made only when very 
large cooperative associations are organized to take over 
the work now performed by several small private country 
shippers. So, on the whole, we find that farmers’ co- 
operative marketing associations can do little or nothing in 
the way of simplifying the marketing processes — ^they find 
it more economical to adopt the same methods as are used 
by the private middlemen. 

B. Consumers’ Cooperative Stores 

It is easy to see that if consumers’ cooperative stores 
could be developed to the extent to which they have been in 
England and in Scotland they would be able to organize 
their own wholesale associations and thus eliminate the 
private wholesalers.® Even if they did not organize their 
own wholesale markets the very large cooperative associa- 
tions would, like the large private chain-stores at present, 
be able to buy more directly — either from farmers, shippers, 

^ Proceedings of U. S. Dept, of Agri. Marketing Conference, p. S- 

• Senate Doc. No. 314, 63d Cong., 1st ses., pp 787-90. 
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or car-lot dealers. But they could affect the marketing 
processes only in proportion to their ability to become larger 
business units than are the present private retail stores. 
There is no reason to believe that a cooperative store the 
same size as a private store would be able to buy any more 
directly. Even in the cases where the large cooperative 
stor^ would be able to buy more directly, they would not 
simplify the marketing processes, but would only substitute 
their ovm agents for the present private agents. So, grant- 
ing that there are no difficulties in the way of organizing^ 
such associations, it is hard to see that they would be able 
to do much to simplify marketing. 

C. Munkipcd Markets 

In discussing the limitations of direct dealings between 
producers and consumers we pointed out the serious limita- 
tions which confront the municipal curb-stone market as an 
institution for shortening the route between the producers 
and consumers. In the ordinary municipal retail marl^t 
where professional retailers are licensed to carry on busi- 
ness, they vdll generally buy their goods in the same ways 
as the ordinary comer grocer does to-day — from jobbers, 
principally. The wholesale municipal markets are not even 
intended to shorten the route between producer and con- 
sumer, their object is to regulate the methods of performing 
the ordinary marketing processes. 

rv. SUMMARY 

The present division of labor and complicated processes 
of marketing perishables have developed because, as the 
trade in these commodities grew and as the market ex- 
panded, it was found that the goods could be marketed 
more cheaply and efficiently by division of labor and special- 
ization than by the simpler and more direct methods which 
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were used when the trade was seasonal and local. On the 
whole, we find that these processes cannot now be very 
much simplified either by producers, consumers, private 
middlemen or cooperative associations — ^that is, simplifica- 
tion of the processes will not lessen the social burden en- 
tailed in marketing the goods. 

If we are to reduce the social costs of marketing perish- 
ables through a reform in the system of marketing, it must 
be done by finding cheaper and motfe efficient ways of per- 
forming the complicated processes — ^not by reducing the 
number of those processes. The next chapter will deal 
with the possibilities of this reform — ^that is, with other 
methods of running the marketing machinery. 



CHAPTER V 


Reduction of the Costs of Performing the Market- 
ing Processes 

Even though we do not find it possible to greatly reduce 
the social costs of marketing perishables by reducing the 
processes or simplifying the machinery, we may find that 
the desired results can be accomplished by the adoption of 
cheaper and more efficient ways of carrying on the com- 
plicated marketing processes. In attempting to accomplish 
these results there are three general lines of action which 
may be followed. First, the national, state and municipal 
governments may, through marketing departments or 
bureaus, cooperate with, and regulate the methods and 
practices of, those engaged in the marketing business 
Second, private middlemen may be supplanted by cooper- 
ative associations which carry on the work at less cost. 
Third, the costs may be reduced by the elimination of in- 
efficient practices through competition between the market- 
ing agencies. Let us see to what extait the costs of market- 
ing perishables may be reduced by the adoption of each of 
these lines of action. 

I. THROUGH GOVERNMENT MARKET DEPARTMENTS OR 
BUREAUS 

We will suppose that the powers of the present Office of 
Markets of the Department of Agriculture are extended 
over the interstate commerce in perishables so that this 
office will have somewhat the Same powers over trade in 
493 ] *31 
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these goods that the Interstate Commerce Commission now 
has over the interstate transportation business. Let us 
suppose further that each state and each municipality has 
established a department of markets to regulate the local 
and the state trade in these goods, just as the public service 
commissions regulate the public service corporations. What 
could, or what should, such government agencies do to 
improve marketing and reduce its costs? This question 
can be answered only by a discussion of the influence of 
government regulation on some of the present defective 
business methods and practices of the trade, 

A. Standardimtion of. Grades and Packages 

It has been shown that if we had more uniform grades 
for different perishables and that if they were shipped in 
more uniform-sized containers much of the loss from decay 
would be eliminated and the expense of re-grading and re- 
packing would be greatly reduced Again, as has been 
pointed out, we can never get accurate market information 
from the different wholesale markets as to receipts and 
prices until we reduce these commodities to uniform units 
of commerce — at present it is not possible to get the in- 
fonnation as to the daily receipts of most perishables in 
the wholesale markets because they arrive in so many dif- 
ferent-sized packages and grades. It goes without sa3nng 
that we can never hope to get much uniformity in grades 
and packages unless it is forced on the trade by govern- 
ment action. So the only question which faces us in this 
regard is the possibility of establishing national uniform 
grades and packages for these goods, that is, whether the 
government experts would be able to prescribe uniform 
standards which would be of much service. 

There is no reason why uniform-sized packages can not 
be made for each perishable which enters commerce. At 
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the present time we have a national law which requires a 
standard barrel for all apples which enter interstate com- 
merce/ Five or six of our states have regulations con- 
cerning uniform packages for some perishables.* These 
state regulations are of some service within the state, but, 
as the packages of one state differ from those of the others, 
they do little to bring about uniformity in packages of inter- 
state commerce. After investigating the subject of the 
most desirable size of package for each perishable, it would 
be easy for the Office of Markets, if given the power to do 
so, to formulate and enforce the use of a national standard 
package for each perishable — ^in some cases it would be best 
to make the unit a quart, in others a bushel, or 100 or 1000 
pounds. The standard packages which are prescribed by 
the Office of Markets for interstate commerce should then 
be adopted by the state’ and municipal departments of 
markets and enforced for state and local trade. 

It would not be as easy to establish uniform grades for 
all perishables as it would be to establish uniform-sised 
packages for them. Still we have many perishables, such 
as butter, milk, eggs, chickens, potatoes, apples, oranges and 
some others, which can be divided into fairly definite grades. 
As a matter of fact, each wholesale market now has its 
own grades for these goods and many shippers have their 
grades for them. The difficulty is that there is little or no 
uniformity among the grades adopted by different shippers 
and wholesale markets.® We need a national schedule of 
grades for each of these products so that re-grading will 

1 A copy of the law is to be found in Appendix A. 

* Washington, Oregon, California, Illinois, Texas and Virginia all 
provide that the Secretary of Agriculture or Horticulture shall formu- 
late standard packages for certain perishables. 

‘ Some of tlie Pacific States have adopted uniform state grades for a 
few articles — ^this is true of Washingrton and Oregon. 
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not be necessary as they pass from one market to another 
or from one middleman to another. If the Office of Markets 
were given the power to prescribe and enforce standard 
grades for all these goods which enter interstate commerce 
and if the national grades were accepted and enforced by 
the state and municipal departments of markets for local 
commerce, their marketing would be much improved and 
millions of dollars would be saved in re-grading. 

When we come to such fruits and vegetables as peaches, 
celery, watermelons and many other highly perishable com- 
modities the question of uniform grades is a much more 
difficult one. There are so many varieties of each of these 
goods, their quality vanes so greatly from season to season 
and from section to section, and they are so highly perish- 
able that it would be very hard to establish exact grades 
for any one of them. However, this does not mean that 
much progress can not be made along this line. Each can 
be graded at the shipping point according to size, soundness, 
color, variety and so on, so that fairly definite grades for 
each will be recognized in the markets These grades could 
be worked out by the Office of Markets in cooperation with 
state and municipal departments of markets and the men 
engaged in the marketing business. Like the grades for 
eggs, butter and the other goods already discussed these 
national grades should be adopted by the state and mmiicipal 
departments of markets. 

It might be argued that the establishment of standard 
grades for such highly perishable goods would be of little 
practical value because their deterioration is so rapid that 
they must continue to be re-g^aded as they pass from one 
market to another No one package would have to be re- 
graded more than once — whereas now they are sometimes 
re-graded two or three times by various wholesalers. The 
only question for dispute between shipper and wholesale 
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receiver which could arise in regard to the goods, would 
be as to the amount of deterioration; and this question 
would not prove a difficult one with the proper regulation 
and inspection of middlemen by the Office of Markets and 
dq>artments of markets. 


B. Elimination of Unfair Business Practices 

There has been a recent tendency in a few states to pass 
laws to regulate the business practices of middlemen en- 
gaged in marketing perishables. Washington, Oregon, 
California, Ohio, Virginia, Illinois, New York, and Texas 
have passed laws providing for either the bonding or the 
licensing of commission men and jobbing houses. Most 
of these laws contain provisions which are intended to 
eliminate certain abuses practised by these middlemen. The 
main points of these state regulations have been summarized 
by Professor King as follows: ^ 


1. Specific definitions as to embezzlement and fraud with 
definite punishments therefor. 

2. A provision that all persons, firms and corporations en- 
gaged in selling agricultural produce on commission should 
take out a license from the secretary of agriculture or some 
other specific state official. 

3. A stipulation that each of these persons, firms or cor- 
porations so licensed should file a bond for a stated sum con- 
ditioned upon the payment of all moneys owing to farmers 
who have consigned agricultural produce to them. 

4. Provisions prescribing the forms for the books to be kept 
by such commission merchants, and requiring these books to 
be open for inspection both by the shipper and by a particular 
state official such as the secretary of agriculture, or his duly 
authorized agent. 

5. Provisions requiring detailed reports to be submitted to 


' Lower Lwing Costs in Cities, p. 64 
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farmers and to the secretary of agriculture covering the con- 
dition in which the produce was received, the state of the 
market, price received, etc. 

6. An informal and inexpensive means by which the farmer 
can investigate any complaints as to services or prices and 
secure redress when neglect or fraud seems evident. 

These laws provide heavy penalties for those who violate 
any of their provisions. 

Such laws are very beneficial as far as they go, but they 
are defective because of their limitations. These laws do 
not affect the business practices of car-lot dealers, jobbers 
and retailers, but apply only to one class of middlemen. 
They also apply only to transactions of brokers or com- 
mission men with farmers or shippers within the state and 
not to transactions between parties in different states — 
whereas the larger part of such business is interstate. 

In order to eliminate the present dishonest dealings in 
the trade and to reduce the business practices and customs 
to uniformity throughout the country, effective government 
regulation must be applied to all classes of middlemen from 
shipper to retailer. The Office of Markets should be given 
regulative power over all kinds of interstate transactions 
in penshables similar to those given the state secretary of 
agriculture over the intrastate transactions of brokers and 
commission men in the laws outlined above The state 
departments of markets (or the state secretary of agricul- 
ture) should not only exercise regulation over the intra- 
state business of brokers and commission men, but they 
should have the same control over the business of car-lot 
dealers and jobbers. The municipal departments of mar- 
kets should have regulative control over the business of re- 
tailers in regard to weights, measures and the soundness of 
the goods sold. These municipal markets should publish 
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the wholesale prices from day to day to let the people know 
what the retailers are paying for the goods they are selling. 

The Office of Markets and each state and municipal de- 
partment of markets must have sufficient appropriations 
and assistants properly to enforce the regulative powers 
which are given them. Each state and local department 
should work in harmony with the Office of Markets — their 
work should be complementary, not conflicting. The 
powers of the different state departments should be the 
same in each state, and so should those of the municipal 
dq>artments. 

With such regulation the misquoting of prices, false 
reports as to condition of goods upon receipt, bogus sales, 
cornering of the market and other unfair practices would 
become negligible. The middlemen would gain greater 
confidence of both farmers and consumers, while, not 
least of all, the business practices and customs of the trade 
would be reduced to uniformity — and uniformity generally 
meanS efficiency. 

As a rule, middlemen object to government regulation 
of their business just as the railroads objected to being" 
controlled by the Interstate Commerce Commission. It is 
almost inevitable that when a man is making money in a 
business under certain conditions (no matter how bad 
those conditions may be) he objects to any interference or 
regulation which will affect that business. The action of 
the country bankers in convention at Boston, just prior to 
the passage of the present Federal Reseiwe Act, in passing 
a resolution condemning the provisions of that act, is a 
good illustration of the attitude business men take toward 
any legislation affecting their business, even though the 
legislation may be very helpful to the business. In the 
states where regulation has been applied to commission 
men and jobbers, they agree that, as a whole, it has been 
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helpful to the trade. ^ There is little reason to believe that 
a more comprehensive regulation of the practices of all 
middlemen will not be beneficial to the whole trade in perish- 
ables just as regulation has been helpful to the transpor- 
tation business. 

C. Organizing Market Information 

At the conference on markets held by the Secretary of 
Agriculture in Washington on April 29, 1913, the question 
of a market reporting system for perishables being organized 
by the Department of Agriculture received much discussion. 
Again, in Report 98 of the Secretary s Office the question is 
taken up in more detail. It was the prevailing opinion at 
the conference that the problem was too great for the 
department to tackle at that time, and some doubts were 
-expressed as to whether such a reporting system would be 
of great value to the trade. Upon the cost of organizing 
and maintaining a thorough reporting system Report 98 
says : ^ 

If the Department were to take charge of any feature of the 
marketing of farm products, if it were to perform the duty of 
finding customers or markets, if it were to perform the duty 
of ascertaining market conditions and prices every day in all 
principal markets and undertake to make the information ser- 
viceable to farmers throughout the country, the expense of 
such undertakings would be practically prohibitive. 

Take the matter of trade news at trade centers. To main- 
tain a service of this sort it would be necessary to employ men 
at trade centers to be in constant touch with their markets and 
to report by telegraph daily or oftener the prices of farm pro- 
ducts and the state of the market with regard to supplies. 

1 King, Lower Living Costs in Cities, p. 69. 

^ Page 19. 
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The cost of this service would be enormous. There is a 
farmers' cooperative association for marketing vegetables on 
the eastern shore of Virginia that expends $25,000 a year for 
telegraphing, and yet this association covers only two counties 
of ordinary size. The great association of California citrus 
fruit growers for marketing oranges and lemons spends $7S>“ 
000 a year for telegrams. 

Telegraphic Service 

If a Division of Markets were to do telegraphic service for 
principal farm products and for the whole country, it seems 
certain that the cost would be a million dollars or more yearly. 
This is the conclusion that is indicated by the experience of 
the two associations just mentioned. 

In regard to the practicability of such a reporting system 
the same report continues : ^ 

The matter of performing a telegraphic service has con- 
sequences which must inevitably follow. Suppose, for in- 
stance, that a Division of Markets were collecting information 
by telegraph concerning prices and market conditions at trade 
centers and were to publish the report that there was a scarcity 
of a certain product in a certain market and that prices were 
high enough to be extremely profitable to producers. It is 
likely that producers having no market associations, who were 
able to reach the market reported as being in a state of 
scarcity and high prices, would send to that market quantities 
of the products sufficient to create a state of glut. 

The individual producers and shippers would not be under 
the control of any coordinating power, and in order that news 
supplied to them by the Department might be made useful it 
would be necessary for the Department to perform the duties 
of a director of shipments in order that markets might not be 
glutted. 

As will be observed in reading the descriptions of the systems 

' Page 19- 
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of marketing by cooperative associations on subsequent pages, 
these associations are in no need of a telegraphic service per- 
formed by the government. 

The above statements would indicate that the writer did 
not have a correct conception of how marketing is carried 
on at the shipping points at present He speaks as if most 
of the goods are shipped by individual farmers, but as a 
matter of fact, only a very small percentage of them are thus 
shipped — at least 90 per cent of the perishables which arrive 
at the wholesale markets are sent by private shippers or co- 
operative associations. He seems to think that because 
these large associations and private shippers taken together 
spend himdreds of thousands of dollars to get their present 
meager and inaccurate market information, they do not 
need any better and cheaper service along this line — that 
only the individual farmer, who rarely ships for him- 
self, needs the information. If the government can furnish 
better and cheaper service to the shippers than they now get, 
there is little reason why it should not do so. 

He further assumes that government information of re- 
ceipts, prices and market conditions at wholesale centers 
would only tend to cause those markets reported favorably 
to be glutted by the shipping farmers, and that the govern- 
ment would have to direct shipments in order to make the 
information serviceable. If the government report fur- 
nished only information as to wholesale markets and did 
not give an account of the shipments and intended destina- 
tion of goods sent from the shipping points, there might 
at first be a tendency, as he suggests, to over-supply the 
favorably reported markets But if the report is complete 
(giving daily receipts, prices and shipments made to each 
market) there is little reason why the government would 
have to direct shipments, or why the report would not be 
very valuable to the trade as a whole. 
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In spite of the previous official mistrust of the advisable- 
ness and practicability of the dq>artment’s furnishing any 
market information, the Office of Markets last year organ- 
ized a market-information service for strawberries, canta- 
loups and peaches. In Appendix B is given a copy of 
one of the daily reports issued by this Office on peach move- 
ments for one day. On the whole this experiment on the 
part of the Office was successful, but it was very much ham- 
pered because of its newness and lack of sufficient funds. A 
few wholesale men in the large centers were displeased with 
the service because it upset some of their established prac- 
tices, but the majority of producers and shippers were •well 
pleased with the results. 

There is, however, one very serious problem in regard to 
furnishing a complete market-reporting service for all per- 
ishables — such service, as has been suggested, would be 
quite expensive and hard to organize. But, through the 
cooperation of the Office of Markets with the state and muni- 
cipal departments of markets, it would be possible to furnish 
complete market information, in regard to this class of 
goods, at a reasonable cost. It might be done somewhat 
as follows: 

The information as to prices and receipts in the whole- 
sale markets could be gathered by the combined work of the 
representatives of the Office of Markets, and of the state and 
municipal market departments. At the shipping centers the 
daily amount of shipments and their intended destination 
could be reported through the cooperation of state depart- 
ments and the Office of Markets. For its part, the Office 
of Markets might use the county farm demonstrator whom 
the Department of Agriculture now keeps in practically every 
county in the United States These men could gather this 
information in addition to performing their regular work 
After the infonnation is gathered it should not be neces- 
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sary for the reporters at the various markets to telegraph 
it directly to Washington. All reporters in each state should 
send their information to a central market in that state — 
either to the office of the state department of agriculture 
or, in case the state does not have such a department, to the 
state agricultural college. At this office the information 
should be tabulated and telegraphed to the Office of Markets 
at Washington. Here the report for the nation would be 
made-up and a copy sent by wire to the different state 
offices. From these state offices the information could be 
distributed to the shipping, wholesale and retail markets. 

Representatives of the Office of Markets and of the state 
and municipal market departments (where such departments 
exist) should be kept at the wholesale markets as inspectors 
and administrators, as has already been mentioned, and it 
would add no extra expense to have these men gather the 
material for the market rqiort. As far as the primary 
markets are concerned, it would cost little or nothing extra 
to have the county demonstrators gather the market infor- 
mation there. The reports from the different markets could 
be transmitted to the central state offices by telephone, mail 
and, occasionally, telegraph, according to the distance and 
circumstances. Only forty-eight telegrams would need to 
be sent to Washington — one from each state office — ^and 
Washington would have to send only one telegram to each 
of those offices. The problem of distributing the market 
reports from the different state offices to those engaged in 
the trade would not be very difficult. It would be given 
to the daily press of the state for publication, many of the 
different markets could be reached quickly by mail and, in 
some cases, the telephone and telegraph would have to be 
used. As a whole, the service should not cost much more 
than one and one-half millions per year. 

It may be maintained that the above outline of a market 
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reporting system is visionary because it depends upon the 
cooperation of state and municipal market departments 
which are not yet established; and further, that if such mar- 
ket departments were established, they probably would not 
cooperate along this line with the Office of Markets at Wash- 
ington. It is true it would take some time to establish 
such governmental machinery,’ but, for other reasons than 
market rd|)orting, we should have a department of markets 
for each state and a municipal dq>artment for all large 
cities. The laws creating them should be uniform in all 
states and should be drawn in such a way that they would 
not only have to cooperate with the Office of Market?, in 
getting up the market reports, but in many other wa^s. 
In the meantime, before these state and municipal depart- 
ments are established, the Office of Markets should be given: 
the power and funds to furnish the best market-reporting 
services it can devise. With the help of county demon- 
strators and by the addition of a few more representatives 
in the wholesale markets, it can furnish complete market 
information from day to day for the principal perishables. 
At present it could use the state agricultural colleges as the 
main state offices for the gathering and dissemination of 
the information. 

D. Regulation of Transportation, Refrigeration, and 
Terminal Facilities 

The Interstate Commerce Commission and the different 
state railway commissions now have regulative power over 
the refrigerated and ventilated car service as well as over 
rates and other services furnished by transportation com- 
panies. This control should stay in the hands of the railway 
commissions, but the Office of Markets and state departments 
of markets should be given the power to represent before the 
railway commissions all shippers who have coiiiplamts 
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against the railroads in regard to the shipment of .perish- 
ables or other agricultural products. Then, all a shipper 
would have to do if he thought that a railroad had tfi^ed 
him unfairly in regard to car service, rates, damages for 
exposing the goods, etc., would be to turn his case oVer to 
the market department. If, after investigation, this de- 
partment found that the shipper had a just complaint it 
would, without cost to the shipper, represent him before the 
railroad commission, or in the courts, if the case went that 
far. At the present time the small shippers find it too much 
trouble and too expensive to carry their cases against the 
railroads to the railway commissions, whereas under the 
above plan all they would have to do would be to turn the 
matter over to the local representative of the market de- 
partment or Office of Markets. This plan would cause the 
railroads to be more careful in handling this class of goods 
and to treat the shippers with greater consideration. 

All individuals and companies furnishing commercial 
storage or refrigeration should be licensed by the state de- 
partment of markets and should have their business prac- 
tices regulated just as the business of the commission man 
should be regulated. They should be subject to frequent 
inspection by the officials of the department of markets, and 
should furnish regular reports of amounts of goods in their 
care, rates charged, etc. In this way the storage and re- 
frigeration business could be standardized and fair treat- 
ment insured to all. 

We have already pointed out that perishables are gpreatly 
exposed after they reach our wholesale markets because of 
inadequate and decentralized terminal and wholesale market 
faalities. Municipal market departments could be of great 
service if they were given the powers to force the railroads 
to furnish better and more centralized terminal facilities for 
these goods and to establish municipal wholesale market 
buildings in connection with these railroad terminals. 
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AU the railroads entering each wholesale market should 
be ^nflpelled to come together and furflish one central ter- 
minii (possibly two or three for New York City) for un- 
loaciing all the perishables which eJiter those markets. 
These terminals*should be equipped with large refrigerated 
sheds into which the cars should be run for unloading. In 
connection with them the cities should btyld modern whole- 
sale mark^ buildings oni plans similar to those of the whole- 
sale market buildings of Paris, Berlin and other European 
cities.^ Where such a markft building is constructed all the 
wholesale dealers in the city should be compelled tc* trans- 
act their business in it, and the renting of the quarters qpd 
the regulation of the building should be in the hands of the 
municipal market department. There is little doubt that in 
many of our large cities wholesale market buildings will not 
be constructed for a long time to come — they can come only 
after a campaign of education. But even now the railroads 
should be forced to furnish centralized terminal facilities 
around which the^'wholesale trade would grow up, instead of 
being scattered all over the city as it is in most cases. Such 
centralization of the wholesale market within a small area 
near the teniiinal would eliminate the present undue ex- 
posure of the goods and expense in carting and re-carting 
the goods over and across the city. 

E. Investigative' and Educational Work 

The Office of Markets, since its organization in 1913, has 
devoted its whole time to investigative and educational work. 
In fact, tlie law which created this office limits its work to 
this field On this point Mr. Charles J. Brand, the Chief 
of the Office, says: 

The authority conferred by Congress in appropriating funds 
^Amer. Acad, of Pol. and Soc. Set., vol. 1, pp. iS3-i6S. 
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for the maintenance of this Office provides for the collection 
and distribution of useful information on subjects relating to 
the marketing and distribution of farm products, and the study 
of cooperation among farmers in the United States. So far 
as marketing work is concerned, the activities of the Office, 
therefore, are limited to the collection and distribution of in- 
formation. For example, it has no authority in cases of al- 
leged dishonesty on the part of producers, carriers, dealers, or 
buyers.^ 

According to Mr. Brand's report, the Office of Markets is 
now working on the following problems in regard to market- 
ing perishables : ( i ) A study of cooperative purchasing and 
marketing — investigation of the methods of the successful 
associations. (2) Marketing business practices — the essen- 
tials m the conduct of the business, as competent manage- 
ment, accurate records and accounts, proper equipment, etc. 

(3) Market surveys — supply and demand in different mar- 
kets, advisability of news service and the cost of same. 

(4) Market grades and standards — study of the present 
methods of grading and packing — investigations to deter- 
mine the advisability of national standardization of grades, 
weights, measures and packages or containers — lack of uni- 
formity of state laws in this respect. (5) City markets and 
distribution — commercial methods of distribution in the city 
— advisability of municipally owned wholesale and retail 
markets. (6) Transportation and storage — ^how best to 
render assistance to individual shippers and to associations 
— ^terminal and transfer facilities — transit and other privi- 
leges — car supply — f reight rates — minimum car-load 
weights — commercial storage, etc. (7) Marketing by 
parcel-post and express — experiments in these methods. 

Because of inadequate appropriations much of the work 

'^Report of the Chief of the Office of Markets, July 31, 1915. 
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otitlined by Mr. Brand has not been pij^hed to a very great 
extent. But the office has done excellent work in investi- 
gating many of the special questioq^ connected with the 
marketing problem. It has issued several bulletins on the 
bases of these' investigations, some of which have been 
referred to in this work, and other bulletins are now be- 
ing prepared for issue. All this information will be of 
great aid to both shippers and wholesale men and may 
result in decreasing the total. costs of marketing. We can 
not hope to make much progress in improving the market- 
ing system until we get the detailed facts in regard to each 
problem. 

It has been the practice of the office in carrying on its 
work to send experts out in the field to give advice to ship- 
pers and cooperative associations as to the best means of 
carrying on their business. These experts have been sent to 
the cities to study the marketing problems there and to advise 
with the city officials in regard to handling their marketing 
problems. The few state bureaus and departments which 
have been established to deal with the marketing problems 
have also rendered much advice to producers and middlemen 
in regard to methods and practices of marketing and their 
work has been of some educational value, and, probably, of 
some practical value. Mr. John J. Dillon, head of the New 
York State Department of Foods and Markets, has attracted 
much attention from the farmers of that state and the pub- 
lic in general by establishing in New York City an auction 
market under his department. So far the state auction 
market has not been a very great success, but it will prob- 
ably cause some of the up-state shippers to improve their 
business practices in dealing with fanners. 

The investigative and educational work of the Office of 
Markets and of the different state and local market 
departments, though very valuable, has serious limita- 
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tions. It may result in improving some business methods 
and practices, and doubtless will be a potent agency in in- 
creasing the number of cooperative marketing associations 
and the establishment of many municipal markets. But it 
is only by active governmental regulation of the business 
of those who carry on the marketing that the commerce in 
the goods can be standardized and the present inefficiency 
and abuses eliminated. 

F. Getting EiJicient Market Departments 

There can be, then, no question as to the advisability of 
having the powers of the Office of Markets increased, and 
of creating departments of markets in each state and 
city to cooperate with each other and with the national 
office in regulating the marketing of perishables. But to 
get such government agencies is not an easy task. 

The Mayor’s Food Commission of New York City, of 
which Mr. George W. Perkins was chairman, submitted to 
the legislature of that state a bill for the creation of a state 
department of markets with powers and appropnations equal 
to those of other departments of the state government, but 
the bill failed largely because the wholesale men in New 
York City were opposed to it.^ They defeated the bill be- 
cause they did not want any interference with their busi- 
ness, — ^just as the railroads did not want the Interstate Com- 
merce Commission to interfere with theirs. In most states 
we will find the same kind of opposition on the part of the 
middlemen, and, at the same time, there is no strong public 
opinion in favor of such departments because people gener- 
ally are unacquainted with the nature of the problems of 
marketing. Consequently, it is now easy for the middle- 
men to defeat such legislation. But when the public be- 

^ Statement by Mr. Perkins in a speech made before the Men’s Asso- 
ciation of the Brick Church of New York Qty. 
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comes convinced that such departments are needed this 
opposition will no longer be effective. 

Even if the Office of Markets were given regulative au- 
thority and each state and each municipality should establish 
a department of markets with adequate powers, such laws 
would not ordinarily be uniform in the different states and 
there would be no cooperation between the national, state, 
and local departments. About the only way to attain the 
desired uniformity and cooperation would be to have the 
bills providing for such legislation drawn by a national 
organization or association which would fight for their adop- 
tion by the national government and by all the states and 
cities. It would be well if we had a national marketing 
commission, composed of men well acquainted with the 
marketing problem, to draw bills defining the powers and 
duties of the Office of Markets and state and municipal de- 
partments of markets.^ After these bills are presented, if the 
conference of governors should adopt a resolution in favor 
of departments of markets with uniform powers for all 
the states, there would be a fair chance of getting such 
legislation. 

If it is not possible to create a national marketing com- 
mission, some national private organization, like the Na- 
tional Chamber of Commerce or the Southern Commercial 


^ Mr. David Lubm, Delegate of the United States to the International 
Institute of Agriculture at Rome, has recommended to Congress the 
creation of a National Marketing Commission A copy of the bill, 
together with Mr. Lubin's speech in support of it, are to be found in 
Hearings before the Committee on Agriculturef House of Representa- 
tives, 63rd Congress, ist, 2nd and 3rd Sessions, Vol. IL, pp. 1311- 
1326. It will be noted that this National .Marketing Commission was 
to be a permanent one and was to have many duties other than investi- 
gating marketing problems and recommending legislation. Such a 
national commission is not advocated in this chapter, but one similar to 
our American Commission on Rural Credits — one to study the problem 
and recommend uniform legislation. 



150 MARKETING PERISHABLE FARM PRODUCTS [512 

Congress, should take up the question and formulate uni- 
form legislation to be submitted to the various law-making 
bodies. 

II. REDUCTION OF THE COSTS THROUGH COOPERATIVE 
ASSOCIATIONS 

It is not our aim, here, to enter into a detailed discussion 
of the principles upon which cooperative associations rest. 
There have been several volumes written on this subject, 
and the Office of Markets has recently published several 
bulletins explaining the cooperative principles and how to 
run cooperative associations successfully. However, it 
would not be out of place for us to discuss briefly the 
fundamental advantages and disadvantages of farmers’ co- 
operative marketing associations. 

The principal advantages claimed for these associations 
over private shippers — that is, the advantages to the farm- 
ers and to the trade — are: (i) Improvement in standards 
and grades; (2) more constant prices to farmers for their 
products; (3) reduction of the waste of competition and 
the elimination of unfair practices at the shipping point; 
and (4) the elimination of profits made by private shippers. 

(i) An efficient manager of a marketing association 
would educate the farmer-members as to the best quality 
and variety of goods to produce, and, on the whole, he 
would help them to turn over to the market a superior prod- 
uct. The association would adopt standard packages and 
grades for all the goods it ships (with its own trade-mark 
stamped on them) and, if it allowed the farmer-members 
to grade their own products, they would have standards to 
go by — ^but such associations have found that the grading 
must be done by the employees of the association in order 
to insure honest and efficient grading. This would be a 
much better situation than where several different private 
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shippers have thedr own grades and standards and do not 
encourage the farmers to produce better products. How- 
ever, as we have pointed out, if the grades and standards 
are to become uniform for the trade as a whole they must 
be formulated and enforced by government agencies. 

( 2 ) Each cooperative association could “pool” its sales 
for each week or month and pay all the members the same 
prices for the same grade of goods. This would eliminate 
the disadvantage of the daily fluctuations in the prices of 
each shipment in the wholesale markets, or would insure 
each farmer a fair average price for each lot of produce 
he turns over to the association; whereas, if he sells to 
private shippers, he is paid according to the market condi- 
tions at that particular time. 

(3) The cooperative association, of course, would elimi- 
nate unfair treatment of the farmers by the private shipper ; 
such as misrqiresenting the state of the market, or the 
grade of the goods, and in getting a monopoly of the ship- 
ping business in his community. Such an association 
would also eliminate the useless competition between small 
shippers and, if it had the support of all the farmers in the 
community with goods to sell, it would drive the private 
shipper from business altogether. If not supported by all, 
the cooperative association would have to compete with the 
private shipper. But if it were large and were managed 
efficiently such competition might not be detrimental to it. 

(4) The one point in regard to cooperative associations 
of all kinds that has been made more of than any other is 
that they are run solely for the benefit of those who do 
business with them and not for profit for those who furnish 
the capital or run the association. The services are ren- 
dered at exactly what it costs to perform the work and 
there are no profits for any one. The object of the market- 
ing association is to enable those who do business through 
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it to get a higher price for their goods. When an asso- 
ciation IS efficiently run and can market the goods at a less 
cost than could the supplanted shippers, there is no doubt 
that the no-profit feature of the organization is of great 
value to the sellers. Even in a case where the association 
can not perform the work as cheaply as the private agency, 
but is enabled to pay the farmers a higher price because 
it takes no profits while the private agency took large 
profits, the organization is of value to the farmers. 

The main difficulties and disadvantages which confront 
cooperative marketing associations are: (i) unwillingness 
of farmers to submit to cooperative principles; (2) ineffi- 
cient management; (3) seasonal character of the business; 
and (4) unfair competitive methods of private middlemen. 

(i) It is claimed that one of the principal causes for the 
frequent failures of cooperative associations in this country 
has been the failure on the part of the cooperators actively 
to accept the true principles of cooperation. The “ one man 
one vote” principle has never proved popular, but where co- 
operative associations have been organized on the principle 
of “ one share one vote ” the control of the policies of the 
organization has generally gone to a few stockholders and 
many of the original cooperators have lost both control and 
interest in the business — ^in short, the cooperative associa- 
tions have been converted into corporations run, like all 
other corporations, for the benefit of the few stockholders. 
Many of those who have had money to invest have been 
averse to putting it into cooperative associations where the 
return is to be only nominal in case the business succeeds, 
and nothing in case it fails — m fact, the non-profit feature 
of cooperation has been popular with those who have had 
little or no money to invest So, in most cases, it has been 
very hard to get sufficient working capital for cooperative 
associations of any kind. 



REDUCTION OF THE COSTS 


515] 


153 


(2) The cooperators in marketing associations have usu- 
ally been men who were ignorant* of general business prin- 
ciples and particularly so of the technical problems of mar- 
keting. In spite of this, however, they have either gone 
on the principle that they could run the business themselves 
or that they would be able to get a competent manager for 
a small salary. The result has been that in many cases one 
of the farmers, or one of the farmers’ sons, has been put 
in charge of the business, only to let it fail because of bad 
management. Sometimes they have hired ineflScient man- 
agers for a small salary with equally disastrous results. It 
is only in the past few years that many of the new associa- 
tions have come to realize that the success of such an under- 
taking depends on efficient and expert management, just as 
does that of any other business. Even when some associa- 
tions have employed expert managers they have been averse 
to turning over the running of the business to these man- 
agers. Where all try to determine the policies of the as- 
sociation there is bound to be disagreement, lost motion ” 
and, eventually, failure. A good deal of freedom of action 
must be centralized in the manager, the executive head. 

(3) Not a few cooperative marketing associations have 
failed because the members have not remained loyal to them. 
Some have become dissatisfied because they felt that their 
neighbors were getting more good from the association than 
they were themselves. They have broken off because they 
did not like certain rules adopted by the association, or cer- 
tain policies followed. The seasonal character of the busi- 
ness itself has been no small factor in contributing to the 
loss of interest in the organizations. During the harvesting 
and shipping season it is easy to keep up interest in the busi- 
ness — each farmer feels that he is getting something out of 
it. But between seasons the enthusiasm dies down and with 
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each new season the association has to be reorganized and 
rejuvenated. 

(4) The competition of private shippers has been, in a 
great many instances, the cause of the death of cooperative 
associations. In not a few cases this competition has been 
unfair. Where new associations have been organized, 
private shippers have raised their price-offers to the farmers 
to a point at which they would actually lose money on the 
business in order to “ break ” the cooperative association 
or to make the farmer-members desert it so that it would 
die for lack of business. In order to prevent this, many 
associations compel their members to sign contracts to give 
all their business to the associations — this they call enforc- 
ing loyalty. But many farmers object to the enforced 
loyalty clauses and refuse to be members of the associations 

After we consider the points for and against cooperative 
associations about the only clear conclusion we can arrive 
at is, that after an association is organized its success or 
failure depends on whether it is able to give the farmers 
a higher average price for their goods than they would get 
by sdling to, or through private shippers. The determina- 
tion of this question depends very largely upon whether 
the association can carry on the business as efficiently and 
at as small a cost as can the private shipper. 

In order that a shipping agency, whether private or co- 
operative, may market its goods at a very low cost per unit 
it must possess the following characteristics and advan- 
tages : Have a large amount of goods to ship so that it can 
ship in car-lots and keep its capital and employees constantly 
at work during the shipping season ; be managed by an ex- 
pert manager — a. man who has had experience in both the 
business and technical side of the undertaking; be honestly. 


1 Brooks, Markets and Rural Economics, p. 129. 
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as well as efficiently, managed; and have sufficient credit 
and circulating capital to carry on the business. As to 
whether farmers’ cooperative shipping associations would 
have these characteristics and advantages to a greater degree 
than private agencies can not be decided upon general 
principles, but will depend on the peculiar circumstances 
surrounding each case. That is, whether cooperative asso- 
ciations can pay farmers larger prices for goods than can 
private shippers will depend on the state of the business, and 
on social conditions which exist at that particular shipping 
point. 

In a community where several well-to-do, intelligent 
farmers are producing a large amount of a particular per- 
ishable or class of perishables for the market, and where 
the shipping business is in the hands of several small, ineffi- 
cient, competitive private shippers, the organization of a co- 
operative marketing association would very probably be 
beneficial to the farmers. Under such circumstances it prob- 
ably would not be very hard to get a sufficient amount of 
capital subscribed, the cooperators would realize the neces- 
sity for having efficient management, and the private ship- 
pers would be too small and weak and the cooperators too 
intelligent for the shippers to induce the farmers to leave 
their association. By combining the business of the several 
small shippers such an association would be large enough 
to ship in car-lots, keep its capital and employees constantly 
employed, have its representatives in the wholesale markets, 
and get the other advantages of large-scale business which 
go to make up a low cost per unit of business carried on 

On the other hand, at a shipping point where the producers 
are small farmers who have little or no community spirit 
and who carry to the market a great variety of perishables, 
but small quantities of each one, and where the shipping 
business is in the hands of one or two fairly efficient private 
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shippers it would be very hard to organize a successful co- 
operative marketing association. Here it would be difficult 
to get sufficient capital for an association and the cooper- 
ators would probably disagree among themselves as to poli- 
cies, management, etc. The business of the association 
would not be large enough to get a low cost per unit and 
the competition of the private shippers would likely take 
the business away from the association and drive it to the 
wall. 

We now have over 10,000 cooperative marketing associa- 
tions in the United States,^ most of which are successful. 
But it is probable that two or three times that number have 
been organized and failed. Many new ones are being 
started each year, a large percentage of which have failed 
or will fail. However, it is probable that a smaller per- 
centage of unsuccessful ones have been organized recently 
than heretofore, because the Office of Markets has done 
much to educate cooperators as to the best plans of organi- 
zation and business methods. It has sent men into the field 
to study the economic and social situation in communities 
before advocating the organization of particular associa- 
tions. In short, it is the opinion of the officials of that 
Office that under certain conditions cooperative associations 
should not be encouraged, while under others they should 
— they realize that an association's success depends on the 
surrounding conditions. In many instances it would be 
more economical to retain a very large percentage of the 
private shippers than to try to supplant them by cooper- 
ative associations. 

It is not necessary to give much consideration to the pos- 
sibilities of reducing the costs of marketing through co- 
operative stores. They are confronted with most of the 


1 Office of Markets, Doc, 7 , p. 2. 
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difficulties which face cooperative marketing associations. 
Our experience with them in America has been most dis- 
couraging. Few such stores have ever been organized in 
our cities and the experience of the Farmers’ Alliance with 
stores in the rural South and West was disastrous to those 
who put their money in them. However, if they ever get 
established on sound business principles here as they have 
in England they will be a factor in reducing the costs of 
marketing perishables as well as of all other consumers’ 
goods.^ 


ni. REDUCTION OF COSTS THROUGH COMPETITION 


A. Among Shippers 

At many shipping points competition has been a factor in 
increasing the costs of marketing, while at others it has 
greatly decreased those costs. The competition between 
several small shippers at the same shipping point has been 
costly to the farmers at those places when the business of 
none of the shippers was large enough to make for efficiency 
and low costs. But where one or two shippers, by their 
superior business ability, have driven the small shippers out 
of business, these large shippers have, on the whole, re- 
duced the costs of marketing the goods. 

In California and Florida, large private fruit exchanges, 
which have established branch offices at various shipping 
points, have been able to secure a very large percentage 
of the shipping business.’ In fact, practically all the 
shipping in both California and Florida is carried on 
by these large private shipping agencies and the large co- 
operative societies, leaving only a very small amount of 
business for the smaller individual shippers and community 


'Discussion of English Cooperative Associations, Senate Doc. 2 i 4 i 
63d Cong., pp. 787-790. 

' Etept. of Agn , Office of Sect., Report No. 98, pp. 268-203. 
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cooperative societies. In the fruit and vegetable sections of 
Texas, Missouri, Georgia and other states the large private 
shipping agencies covering great areas with their branch 
offices are driving the small local shipping agencies (both 
cooperative and private) either out of business or into com- 
binations. In other words, the force of competition in this 
field, as in manufacturing and transportation, is supplanting 
the small, inefficient business units by larger and more effi- 
cient ones. This movement must be guarded against. 
Though it brings lower costs of doing business it brings, 
at the same time, monopolistic dangers which will be detri- 
mental to the trade unless the business of the shippers is 
regulated by the government. 

B. In the Wholesale Trade 

We have already noted the fact that, in many instances, 
car-lot shippers have taken over the work of brokers and 
commission men when they found it advantageous to do so. 
In other cases the work formerly carried on by one class 
of middlemen has been divided and is now carried on by 
two classes. The force of competition brings about these 
readjustments in the wholesale business and they generally 
mean a lowering of the costs of carrying on the business. 

Though there are no statistics available to prove the point, 
it is a general observation of those who have studied whole- 
sale market conditions that the aggregate number of com- 
peting wholesale men (that is, men in the same business — 
like car-lot dealers, etc . ) are not increasing as fast as the in- 
crease of trade in perishables. In other words, the business is 
being carried on by a limited number of larger and larger 
business units rather than by many small ones. This can 
be due only to either one of two facts : First, that there is a 
combination among wholesale dealers to keep new men from 
going into the wholesale business, or, second, that large 
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concerns can carry on the business at less cost than can 
small ones. Though it is a known fact that different classes 
of wholesalers have at various times formed agreements 
among themselves in regard to business practices, still there 
is little or no evidence that they have ever made agreements 
among themselves to keep new men from entering the busi- 
ness. The real reason for this concentration in the business 
seems to be the superior business efficiency of large-scale 
business. 

Competition among wholesalers has caused many im- 
provements in methods of performing different operations 
and in taking care of the goods. The concern with the best 
trucking and storage facilities and the best and cheapest 
methods of re-grading and re-packing the goods will prob- 
ably have a lower cost of doing business than its competi- 
tors. Competition for profits has been a large factor in de- 
veloping the use of cold-storage, of which we shall speak 
in the next chapter. So, as time goes on, we may confidently 
expect that competition will be a material force in reducing 
the costs of passing perishables through the wholesale 
markets. 

C. Competition in the Retail Trade 

In the retail trade there may be competition between five 
different types of retailers, besides competition between dif- 
ferent retailers of the same type. These different types are : 
hucksters, cooperative stores, municipal retail markets, chain 
stores and large private markets, and small grocery stores. 
It is not necessary for us to discuss here the hucksters and 
cooperative stores as we have already pointed out their use- 
fulness and limitations. But it will be well to give a brief 
consideration to the competition between the other types of 
retailers. 

The dealers in the municipal retail markets have the fol- 
lowing advantages over the private stores in regard to costs 
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of carrying on their business : They generally get low rents 
from the city; the dealers often combine and make their 
purchases in large quantities, thus getting the advantage of 
a low price for the goods they buy; as a rule, they do not 
deliver the goods they sell, but have the purchasers carry 
the goods home ; they sell for cash and lose nothing from 
bad debts , they have no telephone expenses. All these ad- 
vantages enable dealers in the municipal markets to sell 
their goods to consumers at lower prices than the comer 
grocer, whose expenses are much heavier. But the muni- 
cipal markets have some disadvantages. They are generally 
a great distance from the majority of the consumers whom 
they hope to serve. Most American housewives have 
formed a habit of ordering goods over the telephone, or, 
in passing by the store, leaving their order to be filled and 
delivered. Consequently, they are unwilling to go to the 
trouble and expense of going to a distant municipal market 
to buy and bring back with them the goods they desire. 
Not least of all, a very large percentage of families have 
formed the habit of buying on credit and settling their bills 
weekly, monthly (or not at all) , and many of them now find 
it either very troublesome or impossible to pay cash with 
each purchase. 

The gist of the municipal retail market problem is, that 
if the consumers will take the extra trouble and expense of 
buying from the market they can get the goods for less 
than if they buy from the corner grocer. But there seems 
to be only one class of consumers who will, to any great 
extent, make the sacrifice, and they are the housewives in 
moderate circumstances. The rich do not consider the dif- 
ference in prices great enough for the extra trouble. The 
very poor either do not find time to go to the market or 
are not able to pay cash for the goods.^ The result is that 

1 Yearbook of the Dept, of Agriculture for 1914, pp. 160-172. 



REDUCTION OF THE COSTS 


i6r 


523] 

a very lar§e ntimlber of retail markets arhich have been es- 
tablished are not well patronized. Before establishing a 
municipal market the officials of the municipal departaient 
of markets (or other officials who have the work in charge) 
should study the surrounding conditions carefully and en- 
deavor to place the market where it will be most accessible 
to the people who are likely to use it. There is little doubt 
that under certain circumstances municipal retail markets 
will be a great factor in reducing the costs of marketii^ 
perishables and the cost of living in general, but, unless the 
habite and customs of consumers undergo a radical change, 
the ^irt which they will be able to play will be very much 
more lipiited than is generally supposed. 

The chain-store business is growing very rapidly in most 
of our large American cities. In Philadelphia, which is a 
good example, about five per cent of the retail stores belong 
to the chain system,^ and they probably do about ten per 
cent of the retail business in groceries of all kinds. It has 
already been pointed out that these chain stores have great 
advantages in bu3n[ng more directly and in large quantities. 
They generally sell for cash and have a very rapid rate of 
turn-over of their capital. Each chain of stores is managed 
from a central office by high-grade managers and the clerks 
and employees of the individual stores are the best that can 
be secured.® On the whole, the chain-stores’ cost of doing 
business is much less than the independent grocers’, and so 
they can sell to consumers at a lower price. The chain 
store, like the independent grocer, is situated near the con- 
sumers, furnishes telephone and delivery services and so 
does not interfere with the habits and customs of the people 
(except where they seU only for cash). 

* Kang, Lower Living Costs in Cities, p. 71. 

’ Patterson, Annals of Amer. Acad, of Pol. and Soc. Sci., vol. 1, p. 77* 
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In order to compete with the chain stores, the independent 
grocers in Philadelphia and other cities have organized 
wholesale associations of their own through which they are 
able to buy more directly and in larger quantities than here- 
tofore. Other independent grocers, in order to cut down 
expenses of doing business, have combined on a common 
delivery service. This has been particularly true in some 
of the Western cities. So, taken as a whole, the chain 
stores have been a large factor in reducing the costs of re- 
tailing, and thus reducing the costs of marketing perishables. 
It is very probable that they will be a mucli larger factor 
in the near future than they have been already. 

There are two t)^es of large private markets. One is 
where a large market building is owned by private interests 
and the stalls are rented to retailers who specialize in hand- 
ling one line of goods — ^as fruit sellers, vegetable dealers, etc. 
The Astor Market at 95th Street and Broadway, New York 
City, is a good example of this kind of market. Then there 
is a second type which is very similar to the chain store. 
Here an individual or a company will establish market 
buildings in different parts of the city. In each of these 
buildings there are departments for each class of food 
products — Si fish department, a meat department, a vege- 
table department, etc. A good example of this type is Weis- 
becker’s Markets in New York City. There is no special 
advantage in the first type of private maricet except that it 
is sanitary and that it enables the owner of the building to 
get a large rent for his property. The second type has all 
the economic advantages which the chain store possesses 
and is a large factor in giving the people food at a cost 
lower than the small grocer can give. Many of these private 
markets maintain no delivery service and fill no telephone 
orders, but require customers to come to the market just 
as do the municipal retail markets. But as they are smaller 
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they have an advantage over the municipal market in being 
established nearer the homes of the customers. 

There is little doubt that the great interest in scientific 
management which has been awakened in America, and the 
establishment of business schools in connection with our 
high schools, colleges and universities will result in the 
better education of retailers and of the young men who will 
enter the retail business. So there is good reason to expect 
the grocers of the future to do business on a smaller margin. 



CHAPTER VI 


Reduction of the bubudens of marketing by changing 

THE NATURE OF THE GOODS AND AREA OF PRODUCTION 

To discuss in detail how the nature and character of per- 
ishables might be changed so that the costs of marketing 
them would be reduced would carry us far into the fields of 
chemistry, plant and animal breeding and the general sci- 
ence of agricultural production. These are problems which 
belong to specialists in those fields and the writer, like most 
students of economics, is not competent to discuss them 
from their technical side. But happily, from the marketing 
viewpoint, it is not necessary to understand the scientific de- 
tails of how these changes in the character of the goods are 
brought about ; one only needs to know that certain changes 
can be accomplished and to understand the influence which 
they will have on the marketing problem. For example, we 
know that plant breeders are constantly improving the va- 
riety, vigor and area of growth of certain plants and that the 
possibilities of further progress along this line are not even 
measurable by those scientists. We know that the methods 
of canning and preserving certain food products are still in 
their infancy though the industry has developed very rapidly 
in recent years. How is marketing aifected by these 
changes? 

I. REDUCTION OF THE PERISHABILITY OF THE GOODS 

In Chapter III it was pointed out that one of the greatest 
causes of the high cost of marketing perishables was the 
fact that the goods are subject to a very rapid rate of decay 
164 [326 
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after they are harvested. How can the cost be reduced by 
making these goods less perishable, and what progress has 
already been made along this line? They can be made less 
perishable by the development of cold-storage facilities, by 
manufacturing the goods, or by producing hardier varieties. 

A. Cold Storage 

From the chemical viewpoint cold storage is not a method 
by which the nature of the goods is to be changed, but a 
process of preserving their natural qualities. From the 
marketing viewpoint, however, any change which allows 
goods to be kept a longer period of time than they can now 
be kept is a change in the character of the goods — without 
cold-storage facilities the goods are by nature highly per- 
ishable, whereas cold storage will put them in a class with 
less perishable ones. To allow a good to decay because of 
failure to use cold storage after the facilities are developed 
and are available, would be a failure to prevent preventable 
decay — and would be a defect in the marketing methods. 
But the development of new storage processes to stop decay 
which is now preventable tmder the present methods, would 
be a change, from the marketing viewpoint, in the character 
of the goods. 

The commercial storage business in the United States 
started about 1889, and to-day there are approximately 
1,000 public and private cold-storage plants in different 
parts of the country, representing an investment of over 
$75,000,000.^ Each year there is placed in these storage 
plants more than $102,000,000 worth of butter and eggs 
alone,® and the total value of all goods placed in them 
amounts to between $500,000,000 and $700,000,000.* 

I 

^ Horne, Annals of Amer. Acad, of Pol. and Soc. Sci, vol. 1 , p. 45. 

^ Holmes, Annals of Amer. Acad, of Pol. and Soc. Set., vol. 1 , p. 49. 

* (Home, Annals of Amer. Acad, of Pol. and Soc. Set., vol. 1 , p. 45. 
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Though it has not been the practice to place fruits and 
vegetables in storage on as large a scale as butter, cheese, 
poultry and eggs, a larger percentage of these highly-perish- 
able goods is being placed in storage than ever before. Be- 
low is given a list of the fruits and vegetables which are 
commonly placed in storage each year for a longer or 
shorter period of time.^ 


Apples 

Citrons 

Lettuce 

Pineapples 

Apricots 

Cherries 

Limes 

Plums 

Asparagus 

Cranberries 

Melons 

Potatoes, Irish 

Bananas 

Cucumbers 

Mushrooms 

Potatoes, Sweet 

Beans 

Currants 

Mustard 

Prunes 

Bernes 

Cymbhngs 

Onions 

Radishes 

Beets 

(Eggplant 

Oranges 

Rhubarb 

Brussels Sprouts 

Figs 

Parsley 

Spinach 

Cabbages 

Fruit Juices 

Parsmps 

Strawberries 

Cantaloups 

Grapefruit 

Peaches 

Tangerines 

Carrots 

Grapes 

Pears 

Tomatoes 

Cauliflower 

Kale 

Peas 

Turnips 

Celery 

Lemons 

Peppers 

Watermelons 

Practically all these perishables are put in 

storage during 


the “ flush ” season when the physical supply is greater than 
the demand for consumption, and are taken out in the 
winter months when there is a shortage of fresh supply. 
It is estimated that, on the average, eggs are kept in storage 
5.9 montlis; butter, 4.4 months; poultry, 2.4 months." 
There are no statistics as to the length of time various fruits 
and vegetables are kept there, but it is necessarily a shorter 
period thjin for any of the dairy and poultry products enu- 
merated above. 

Though only between five and ten per cent of the total an- 
nual production of butter, cheese, poultry and eggs, and a 
still smaller percentage of the fruits and vegetables, are now 


'Holmes, Annals of Amer. Acad, of Pol. and Soc. Sci., vol. 1 , p 5S. 
’ Horne, Annals of Amer, Acad, of Pol. and Soc. Sci., vol. 1 , p. 47- 
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placed in storage, yet the storage of this small percentage 
of products is a great factor in conserving periodic sur- 
pluses for future periodic scarcities. As to the value of 
refrigeration in conserving the goods, Mary E. Pennington, 
of the Bureau of Chemistry, United States Department of 
Agriculture, says : “ It is not possible to feed our great 
cities without the help of these great food depositories. It 
is not possible to bring perishable foodstuffs to our cities, 
or to market them, without the help of refrigeration.” ^ 

It is claimed by the cold-storage interests that cold stor- 
age has made the prices of storage products more constant 
throughout the year, and, on the whole, has tended to re- 
duce the prices of those goods to consumers.® But in his 
investigation of the relation of cold storage to prices, Mr. 
George K. Holmes, Chief of Division of Production and 
Distribution, United States Department of Agriculture, 
says this is true only for certain cold-storage products, 
whereas there are higher prices and greater fluctuations for 
others. ' There is no question that as cold-storage methods 
improve and the cost of performing the work is lessened 
through more modem and larger plants refrigeration will 
tend to steady the daily and monthly prices to both producers 
and consumers and, beyond a doubt, will reduce the costs 
of marketing such goods- As to whether it will lower the 
price to the consumer or raise it to the producer will depend 
wholly on who gets the advantage of the reduced cost of 
marketing. Again, there can be little question of the great 
advantage of cold storage to the public health, in spite of 
the dislike of the average consumer for cold-storage pro- 
ducts.^ 


^ Report of the Market Com, of the Mayor of New York City, p. 137. 

* Horne, Annals of Amer. Acad, of Pol, and Soc. Sci„ vol. 1 , p 46 

* Bui. No. lor, Bureau of Statistics, U. S Dept, of Agri , pp. 68-69 

^ Pennington, Report of the Mayor's Market Commission of New 
York City, p. 136. 
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B, Manufacturing 

The possibilities of making perishables less perishable by 
passing them through various manufacturing processes are 
very great. Some perishables may be made into beverages, 
as grapes into wine or apples into cider; from all fruits 
various conserves may be manufactured ; and practically all 
perishables may be canned so as to retain in some measure 
their original flavor and use. 

It is not possible to say just what percentage of the fruits 
in this country are consumed by the manufacturers of alco- 
holic and non-alcoholic beverages, but in many sections the 
percentage is very great. Much of our “ imported ” cham- 
pagne and wine are made from California fruits. A large 
percentage of the grape growers of Western New 'York 
and other lake districts find a ready market for their pro- 
duct at the grape-juice factories. The apple growers of 
many sections produce apples for the manufacturers of 
apple cider and vinegar. Just recently many cider mills 
have been established to manufacture the surplus supply of 
apples. Owing to the prohibition laws of the various states 
there has been a decrease in the consumption of alcoholic 
liquors in the United States in the past two years, so that 
the demand for perishables for this purpose will probably 
decrease. On the other hand, it is probable that the de- 
mand for non-alcoholic beverages will considerably increase 
and lead to corresponding increase in the demand for the 
raw products. 

There has been a very considerable increase in the can- 
ning and preserving industries in recent years in the United 
States. The following table will give an idea of this in- 
crease 

^Statistkal Absiract of the U. S,, 1913, p. 186. 
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J9O9 

1904 

1899 


Number of 
Establishments. 

3,767 

3,168 

2,570 


Value of 
Raw Material. 
$101,823,000 

83.147.000 

63.668.000 


Value of 

Finished Products. 
$157,101,000 
130,466,000 

99,335,000 


If statistics for a more recent date were available they would 
undoubtedly show that this industry has grown faster since 
1909 than it did in the same length of time prior to that 
date. It is also quite likely that this table does not include 
a great number of small, private, imincorporated canning 
and preserving plants. 

This industry takes, as its raw materials, practically every 
kind of perishable, but some in very much larger proportions 
than others. Between five and ten per cent of all perish- 
ables are sold to this industry, while for tomatoes, peas and 
beans, peaches and other fruits and vegetables the percent- 
age is very much larger. As a whole, this industry is in 
its infancy in the United States. In fact we have been im- 
porting a very large percentage of the condiments, jellies 
and preserves we use instead of making them from the 
products which we have allowed to go to waste.^ There is 
little doubt that this industry will consume a rapidly increas- 
ing proportion of our perishables in the future. 

This industry will take the surplus goods o3 the market 
in the flush season and convert them into products which 
can be used, in the seasons of scarcity, as food substitutes 
for the fresh goods. So, as it develops to much larger pro- 
portions, it will be of an- incalculable force in lessening the 
wastes from decay and in reducing the costs of marketing 
the fresh products. 

C. Producing Hardier Varieties 

Burbank, the United States Department of Agriculture 

' j ^ See statistics of imports in the United States. 
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and other individuals and associations specializing in animal 
and plant breeding have already done much, not only in giv- 
ing us better-flavored goods and a greater variety, but also 
in giving us products which are less perishable. The Cali- 
fornia fruit growers have continually experimented with 
their products until they have gotten varieties which will 
stand shipment across the continent or even to foreign coun- 
tries. The possibilities along this line are very great, and 
there is no doubt that in the future many products which 
are now highly perisliable will come to be regarded as 
staples. Such a change will dispel many of our most per- 
plexing problems in regard to marketing these goods. 

II. REDUCTION OF SEASONAL PRODUCTION 

A. Development of Varieties which have a Long Season of 

Harvesting 

The plant and animal breeders have already done, and 
are doing, much to give us varieties of fruits, vegetables, 
chickens, cows, etc , which have a more constant production, 
or produce during a longer period of time. The peach season 
in most sections of the South now runs from June to Oc- 
tober or November, while some years ago it only lasted for 
a few weeks. Similar improvements have been made in 
other fruits and in many vegetables. We now have breeds 
of chickens which lay almost constantly, both winter and 
summer, and cows which give almost as much milk in 
winter as in summer. Such improvements are partly due 
to the fact that the farmers know better how to care for 
and cultivate the plants and animals than formerly, but they 
are largely due to the progress which has been made in pro- 
ducing improved varieties. 

Further progress along this line (which is sure to come) 
will do much to reduce seasonal variations in supply and 



REDUCTION OP THE BURDENS 


533 ] 


171 


will thus reduce the cost of marketing the goods. It will 
also give consumers a more plentiful supply of fresh goods 
ill what is now the short season. 


B. Widening the Area of Production for Different Goods 

Of no less significance is the extension of the area of 
production for different fruits and vegetables. The exten- 
sion of the area of production of com, of peas, and of cot- 
ton are familiar to all of us, but some of us do not realize 
that many fruits and vegetables of high perishability have 
had their area of production equally extended. Straw- 
berries are now produced in almost every section of the 
United States, peaches, cabbage, watermelons and grapes 
are also to be found in most sections. The area of produc- 
tion of citras fruits (oranges, lemons and grapefruit) has 
been extended so that Texas is becoming a large producing 
section along with California and Florida. All this has 
been made possible by the plant breeders who have pro- 
duced varieties which will thrive in the new areas. 

Such progress will have two very marked effects on the 
marketing problem. It will give a more constant yearly 
supply of each product for the general market. That is, 
we will not be wholly dependent on the success of the Cali- 
fornia crop for our oranges, or on Georgia for our peaches. 
The wider the area of production the more constant will 
be the national supply. It will also tend to reduce the aver- 
age distance which some goods now have to be shipped to 
market, because it will enable each consuming center to 
draw a larger percentage of its supply from the immediately 
surrounding territory. 


III. DEVELOPMENT OF CENTRALIZED PRODUCING SECTIONS 

If the sections of each county and state which are best 
suited for the production of particular perishables would 
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Specialize in producing those goods in large quantities the 
marketing situation would be greatly simplified and the 
costs reduced. That is, if the vegetable production for 
market were centralized at fewer shipping points the 
goods would be gotten to the market at a lower cost. This 
does not conflict with the extension of the area of produc- 
tion for different goods. Extension of area means produc- 
ing the goods in a greater number of states or large areas 
of the country. Concentrating the production in a state 
(or any other territorial area) means producing the goods 
at, or near, a smaller number of shipping points — ^that is, 
having a few communities in that state to produce that spe- 
cific good for the market. 

This community specialization in production has many 
advantages from the production side, but we shall discuss 
them only in so far as they relate to marketing. From the 
marketing side it has the following advantages : A common 
interest in the same products will cause the farmers to pro- 
duce those which are best suited for marketing purposes. 
There will be enough of such products to be shipped from 
one shipping point so that they can be sent to tihe market 
in car-lots. The business will be big enough to have the 
best type of shipping agencies (whether private or cooper- 
ative) — agencies which will have facilities for taking care 
of the goods, agencies which will know how to keep in touch 
with the best markets, how to grade, pack and ship the 
goods. In short, the cost of getting the goods to market 
will be less and the prices the farmers will receive will be 
greater in these specialized communities than in the com- 
munities where the producers of the same goods are few 
and scattered. 

The communities for specialization in production of a 
particular product or class of products should be selected 
with reference to several factors. They should have the 
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best transportation facilities to be obtained; that is, thfy 
should be accessible to the principal markets for shipment 
of goods. They should be in sections where the climate 
and soil are best suited for the production of the goods. 
They should be in sections where the land values are not 
inflated or very high because of the possibilities of being 
used for industrial or commercial purposes — ^that is, the 
values of the land should be fixed solely by its agricultural 
productivity. 

Because of the above requirements for perishable-produc- 
ing sections the territories immediately surrounding the 
large cities and towns are not now very large producing 
sections, and are not likely to become so in the future. The 
suburban territory has the advantage of being very close to 
one market and fairly accessible to others. But when we 
remember that the cost of transportation (even including 
the losses from decay) is not very great per unit of product 
(if shipped in car-lots) even for long distances, it is easy 
to see that this factor might be outweighed by several dis- 
advantages which the suburban territory might have. Un- 
fortunately, much of tire suburban land near our large East- 
ern cities, because of the nature of the soil and climate, is 
not well suited to the production of many perishables. Long 
Island, near New York City, is an exception to this rule, 
but Mr. George Perkins estimates that, even with this, the 
suburban farms of New York City do not produce enough 
perishables the whole year to feed the city three days. 

Again, practically all the land surrounding all large towns 
and cities is too high in value for miles out to permit its 
being used on a large scale for truck, dairy and poultry 
farming. A large part of it is held by land speculators or 
by the rich who own country estates, neither of which 
classes cares to engage in farming for commercial purposes. 
Any land which a truck farmer might be able to get wotUd 
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have such high rental charges and his cost of production 
would be so high that he would find it difficult to compete 
with the farmers in rural sections many hundred miles 
away. 

However, the suburban farms do, in spite of the disad- 
vantages of their nearness, produce a large percentage 
of certain perishables which are consumed in the nearby 
city. Most of the milk supply in the very large cities 
is produced within a radius of from one to two hundred 
miles, and for the small cities the radius of supply is much 
less. Then a large part of the poultry products for the 
medium-sized towns are produced on the suburban farms. 
But tlie suburban territory supplies a very small percentage 
of the fruits and vegetables, except to the country towns. 
These are goods which require more land space, are more 
variable in supply and need a wider market than one town. 

The great producing communities of most perishables 
will, in the future, likely be far away from the cities. They 
will be in rural sections which are eminently suited for 
such production because of the superiority of their soil and 
climate and because their land values are regulated solely 
by agricultural considerations. 
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The National Law for the Staotardization of Apple 
Grades and Containers 

("Commonly called “ The Sulzer Apple Law/’) 

Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That the 
standard barrel for apples shall be of the following dimensions 
when measured without distention of its parts : Length of stave, 
twenty-eight and one-half inches; diameter of head, seventeen 
and one-eighth inches; distance between heads, twenty-six 
inches ; circumference of bulge, sixty-four inches outside meas- 
urements, representing as nearly as possible seven thousand and 
fifty-six cubic inches : Provided, That steel barrels containing 
the interior dimensions provided for in this section shall be 
construed as a compliance therewith. 

Sec. 2. That the standard grades for apples when packed 
in barrels which shall be shipped or delivered for shipment in 
interstate or foreign commerce, or which shall be sold or offered 
for sale within the District of Columbia of the Territories of 
the United States shall be as follows : Apples of one variety, 
which are well-grown specimens, hand picked, of good color 
for the variety, normal shape, practically free from insect and 
fungous injury, bruises, and other defects, except such as are 
necessarily caused in the operation of packing, or apples of one 
variety which are not more than ten per centum below the 
foregoing specifications shall be Standard grade minimum 
size two and one-half inches,*' if the minimum size of the 
apples is two and one-half inches in transverse diameter; 
or “ Standard grade minimum size two inches,” if the mini- 
mum size of the apples is two inches in transverse diameter. 

537] I7S 
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Sec. 3. That the barrels in which kpples are packed in 
accordance with the provision of this act may Jbe branded in 
accordance with section two of this act. 

Sec. 4. That all barrels packed with apples shall be deemed 
to be below standard if the barrel bears any statement, design, 
or device indicating that the barrel is a standard barrel of > 
apples, as herein defined, and the capacity of the barrel is less 
than the capacity prescribed by section one of this act, unless 
the barrel shall be plainly marked on end and side with words 
or figures showing the fractional relations which the actual 
capacity of the barrel bears to the capatity prescribed by 
section one of this act. The marking required by this paragraph ^ 
shall be in block letters of si2e not less than seventy-two poiqt 
one-inch gothic. 

Sec. 5. That barrels packed with apples shall be deemed to 
be misbranded within the meaning of this act — 

First. If the barrel bears any statement, design, or device 
indicating that the apples contained therein are “ Standard 
grade and the apples when packed do not confonn to the re- 
quirements prescribed by s^tion two of this act. 

Second. If the barrel bears any statement, design, or de- 
vice indicating that the apples contained therein are “Standard"' 
grade and the barrel fails to bear also a statement of the name 
of the variety, the name of the locality where grown, and the 
name of the packer or the person by whose authority the apples 
were packed and the barrel marked. 

Sec. 6. That any person, firm, or corporation, or associa- 
tion who shall knowingly pack or cause to be packed apples in 
barrels or who shall knowingly sell or offer for sale such barrels 
in violation of the provisions of this act shall be liable to a 
penalty of one dollar and costs for each such barrel so sold or 
offered for sale, to be recovered at the suit of the United States 
in any court of the United States having jurisdiction. 

Sec. 7. That this act shall be in force and effect from and 
after the first day of July, nineteen hundred and thirteen. 

Approved August 3, 1912. 
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APPENDIX B ♦ 

United States Department of Agriculture 


OFFICE OF MARKETS AND RURAL ORGANIZATION 
WASHINGTON, D. C. 


Cars of 
as follows 


Sept. 


^ Peach Movement 

p^ches shipped yesterday were reported 


i7> ^9^5 
destined 


TO 

Conn. 

N. J. 

Penn. 

Md.' 

Mich. 

FROM 

N Y.» 

Ohio 

W.Va.» 

Colo 

Wash. 

Utah 

Total 

IS 

. . . « 

— 

.... 

.... 

4 

5 

21 






19 

5 

53 

2 

22 

16 

I 

21 

I 

11 

3 

22 

20 

2Z 

31 

3 

1 

I 

I 

6 

II 

7 

323 







Tew York 


9 

z 

3 

I 

6 

4 

4 

.... 

.... 

10 

• • ■ • 

.... 


fewark 

Philadelphia . . • 

(altimore 

'otomac Yardp. 
httsburgh ...<• 

.... 

10 

1 

I 

• » • • 

• • « ■ 

13 

2 

.... 

3 


.... 

.... 






.... 

19 

1 

4 

2 

.... 

I 


.... 

m m 9 • 






6 

I 

I 

5 

17 

25 

I 

2 

21 

IS 

2 

I 

.... 

.... 

.... 






'olumbus • • . • ■ 







.... 


'leveland • ■ • • • 
Detroit 

.... 

. . f • 


.... 









ndianapolis * • - 

.... 





’ 5 

. . . . 1 

I 






2 




.... 







.... 

I 

I 

dinneapolis • • • 
)ioux City 

.... 

.... 


.... 

.... 

.... 

.... 



I 

Cansas City • • • 





4 

2 




.... 

St. XjOUIs 

!)maha 

«... 

.... 


.... 

.... 


5 

I 

3 

‘ 6 

6 


31 

4 

*16 

3 

*83 

104 

47 

32 

Total 

52 

14 

1 30 

19 

143 

177 

87 

49 

II 

4 


60X 



* Izicliides 2 cars shipped by express. * Includes i car shipped by express, 

® Includes 9 cars shipped by express. 
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Note: The above includes the following shipments reported 
passed Green River, Pueblo and Denver; Green River — Utah 
14; Washington i. Pueblo — Colorado 3; Utah i. Denver 
— Colorado 8. 

Shipped Wednesday not previously reported; Ohio 8, des- 
tined 2 Cleveland, 6 various ; Pennsylvania i various, shipped 
by express. 

Potomac Yards Reports 3 cars moving south. 


The telegraphic report relative to conditions in the markets 
released to-day was based on the following : 

New York, N P., Sept. jy. Warm, clear; peaches, two 
Marylands, two Pennsylvania, six Connecticut ; twenty-six 
New York, five West Virginia, West Marylands, eleven thous- 
and, nine hundred Delawares, Marylands, Jerseys, New York 
yellows, whites, baskets twenty five-fifty ; some sales ten-fifteen ; 
carriers seventy five-dollar quarter, half bushels thirty-forty; 
bushels sixty-do liar; quality, demand fair. 

Chicago, III., Sept. ly. Peaches twenty-nine arrivals, heavy 
receipts from Michigan by boat ; bushels dollar half-sixty for 
best; some down to twenty; sixes half-sixty five, few fancy 
higher; fifths seven to fifteen; Colorado boxes sixty-sixty five; 
Utah fifty-fifty five; market oversuppHed; demand slow and 
weak. 

St. Louis, Mo., Sept. 17. Elbertas; one Michigans; bushels 
seventy-eighty ; slack ; condition medium ; two Michigans job- 
bing dollar; quality good; one Colorado, same; cleaning half 
car Utahs dollar dollar-quarter ; locals, various baskets twenty- 
thirty five; Elbertas seventy five; one late arrival Michigans 
Engels bushels eighty. 

Denver, Colo , Sept. 77. Ten cars Utah bushel peaches one 
dollar. 

Columbus, 0 ., Sept. 17. Peaches, three Ohio ; bushel double 
A ninety-dollar ten; smaller grades and over ripe forty-eighty; 
quality good ; demand fair ; cloudy, warm. 
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Milwaukee^ Wis., Sept. 17. Four peaches Michigan, one 
Indiana; Michigan bushels sixty five-eighty five; Michigan 
boxes seventy five-dollar; Michigan fifths ten-twelve; Wash- 
ington boxes sixty-sixty five; Colorado boxes fifty-sixty; qual- 
ity fair, good; demand light; clear, warm. 

Boston, Mass., Sept. 17. Weather, hot, clear; peaches, three 
cars, two trains late ; Connecticuts yellows thirty-sixty ; bushels 
ninety-dollar ; demand ; quality, fair. 

Albany, N. Y., Sept. 17. Two peaches; one Western New 
York, one New Jersey; bushels quarter-half; halves sixty 
five-seventy five ; clear, warm ; quality, demand good. 

Cleveland, 0 ., Sept. 17. Peaches; twenty six Chios; bushel 
half-sixty; oversupply; overripe; rain. 

St, Paul, Minn , Sept. 17. Five Mixed cars peaches fifty ; 
weather, fine. 

Baltimore, Md., Sept. 17. Peaches, West Virginia half car 
express, Maryland three express, seven freight; Pennsylvania 
four; baskets twenty-forty; bushels forty-sixty five; earners 
forty-seventy five; extra fancy eighty-iunety ; demand fair, hot. 

Omaha, Nebr , Sept. 17. Peaches, Colorado four, California 
two, Utah one; boxes fifty-sixty; bushels seventy five-dollar; 
quality good, market fair ; clear, wann. 

Philadelphia, Pa., Sept. 17. Receipts peaches heavy ; baskets 
fifteen to thirty five ; bushels forty to seventy. 

Buffalo, N. Y., Sept 17. Peaches New Yorks equal seven- 
teen car; Niagara Crawfords, Elbertas thirds hampers best 
fifteen-quarter; bushels forty-seventy five; oversupplied; de- 
mand poor ; warm, rain. 

Kansas City, Mo., Sept. 17. Six arrivals Western boxes fifty 
five-sixty five; Colorado-Utah bushels jobbing eighty-dollar 
five ; fair to good slow. 

Buffalo, N. Y., Sept. 17. Peaches : New Yorks equal seven- 
teen cars; Niagara Crawfords, Elbertas thirds hampers fifteen- 
twenty five for best ; bushels forty-seventy five ; oversupplied ; 
demand poor; warm, raining. 

Minneapolis, Minn., Sept. 17. Peaches: one Utah, one 
Colorado, four Washington; box sixty-sixty five; quality fair; 
demand slow; weather clear, warm. 
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Sioux Cityj la.. Sept ly. Peaches : one Utah ; Washington 
and Colorado boxes sixty five-seventy; quality good, demand 
fair; clear, warm. 

Pittsburgh, Pd,, Sept, 17, Peaches: nine arrivals; York 
state Elbertas double A’s eighty five-ninety; A*s sixty five- 
seventy; Crawfords Reeves double A's sixty five-eighty five; 
overripe soft fruit not moving; weather cloudy, slightly cooler. 

Detroit, Mich,, Sept, 17. Peaches : Ohio four, Michigan one, 
New York two, Chios forty five hundred; bushels half seventy 
five-dollar; extra fancy dollar quarter; market loaded; warm, 
bright. 

Des Moines, la., Sept, 17. No arrivals; Colorado Utah 
Elbertas dollar; extras dollar fifteen-quarter; Western boxes 
fifty-sixty five; quality medium, demand good; fair, warm. 



VITA 


The writer was bom at Union, South Carolina, January 
24, 1887. He received his preliminary training at the 
Union High School and at Washington College, Tennessee. 
In 1906 he entered the University of South Carolina from 
which institution he graduated with an A. B. d^^ree in 1910. 
While at the University of South Carolina, in addition to 
completing the regular work for the A. B. degree, he took 
one year of graduate work in Economics, Sociology and 
History under Professors George McCutchen, Gordon B. 
Moore and Samuel C. Mitchell. After teaching one 3rear 
in the public schools of his native state he was awarded a 
Scholarship in Economics by the Faculty of Political 
Science of Columbia University. At Columbia in the year 
1911-12 he took courses in Social Economy and in the 
History of Thought and Culture under Professors Samuel 
M. Lindsay, Edward T. Devine, John Dewey and Franklin 
H. Giddings, in addition to his courses in Economics with 
Professors Edwin R. A. Seligman, Henry R. Seager and 
Henry R. Mussey. At that time he was a member of the 
Seminar conducted by Professors Simkhovitch and Mussey. 

In the spring of 1912, after receiving his M. A. degree 
from Columbia, he was appointed as Acting Professor of 
History and Economics at Central College, Fayette, Mis- 
souri, for the collegfiate year 1912-13. Then, in the spring 
of 1913 he was selected as Assistant Professor of Economics 
at the University of Oklahoma which position he now holds. 

The Faculty of Political Science of Columbia University 
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awarded him a Fellowship in Economics for the year 1915- 
16, and in order to enable him to attend Columbia for this 
year the University of Oklahoma granted him one year’s 
leave of absence. During his second year at Columbia he 
has been a member of the Seminar of Professors Seligman 
and Mitchell, and has taken courses in Economics with 
i*rofessors Seligman, Mitchell, Clark, Seager and Sim- 
khovitch. He has also had a course in History with Pro- 
fessor William A, Dunning, and an additional course in 
Social Economy with Professor Lindsay. 
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